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ABSTPACT 

The Study exaalnes Tritish public assistance 
(Snppleaentarv Benefits) and other incoae aaintenance prograas for 
eaployables. These are viewed as one policy set to analyze their 
incentives and disincentives to see if the incentive structure is 
consonant with a goal of proaoting work. Sanctions applied to 
recipients are also analyzed. Relatively high benefits are found to 
result in higher reliance on sanctions than on incentives. Training 
programs targeted at the welfare poor are aore sanctions than 
effective training. Implications for the 0, S. are: (1) training 
prograas for welfare recipients can easily degenerate into 
ineffectiveness, except as sanctions; (2) the experiaentation now 
possible under Comprehensive Eaployaent and Training Act (CETA) is an 
opportunity to devise structures in which incentives and sanctions 
are consonant with the goal of proaoting eaployaent, and in which 
training prograas for welfare recipients feed into and are part of 
the aainstreaa of general manpower policy, so that they can do an 
effective training job. The study contains a bibliography of British 
works and a reader's guide to British welfare programs, (Author) 
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Public Assistance and Mainover Policy ! U »S. Implications o 
the British Experience 



ABSTRACT 



A policy that requires work or training of able-bodied persons 
as a condition for receiving public assistance raises 2 sets of micro 
policy questions: 1) what work incentives, disincentives and sanctions 
are inherent in any income maintenance system, and 2) how do existing 
manpower policies integrate with public assistance so as to assist in 
the transition from dependence to labor market participation. A compara- 
tive study of the British experience was undertaken to see how these 
Issues are treated in another country and what implications may be de- 
rived for U.S. policy. The conclusions can be summarized as follows: 

1. All income maintenance programs contain Implicit and 
explicit policies regarding the labor market behavior of clients. These 
are reflected not only in explicit policy statements but also in the sanc- 
tions and incentives that make up the practices and benefits. The latter 
constitute the implicit policies, and these dominate the policy set. 

2. The entire income maintenance systen applicable to able- 
bodied persons must be considered together when one tries to infer the 
system's labor market policies. The various separate programs in a 
system interact with each other. The result can lead to an uncoordinated 
structure of incentives. This, in turn, can encourage behavior that is 
not in keeping with the explicitly stated goals of any one program. 
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3. A high ratio of benefit income relative to clients' wage 
opportunities loads to reliance on sanctions and administrative controls 
to induce or compel return to the labor market. The obverse of this is 
that means-tested .ystens with such control can afford higher benefit 
levels than systems that rely entirely on financial incentives. 

4. Manpower training programs can serve two functionr? with re- 
spect to public assistance. One is to increase earning powe. uid thus 
increase the opportunity cost of remaining on welfare. The ser and is to 
serve as part of the sanctions and control mechanism. The two functions 
do not work well together, and the second tends to dominate the first. 

5. The economic goals of peneral manpower policies (e.g. growth, 
productivity) conflict with social goals such as the rehabilitation of 
hard to employ workers and the reduction of welfare dependency. There is 
a tendency to shift "hard** cases into programs that are outside the 
mainstream of manpower policy and programs are less likely to be effective 

training mechanisms. 

6. In order to overcome the problems that stem from the 
dichotomous goals of training, a training structure should be developed 
that feeds clients into the mainstream of training and placement programs. 
At the same time, care must be taken in the design of the Income mainten- 
ance system so that its incentives are consonant with the goal of en- 
couraging people to undertake training and to enter the labor market. 
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7. The elements for a graduated training structure am present 
in Britain. However, the structure does not in practice permit much 
progression from the low level training of the workers in need of basic 
skills to regular courses that endow workers with salable skills. In 
the U.S., the components of a graduated structure are also present. It 
would be useful, however, to take advmitage of the opportunity for ex- 
perimentation offered by CETA to develop new training structures that feed 
disadvantaged and hard-to-employ trainees into mainstream training pro- 
grams. 
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PREFACE 



There Is sofnethlng about the Fubject of public assistance - welfare^ 
in the American terminology - that brings an eiuatlonal elen^nt into dis- 
cussions of the topic. This quality adds to other difficulties of 
analyzing vhac is Inherently a complex problem, one that Impinges on the 
lives and well-^belag of poor people « No eccncmlst who writes in the 
comfort of a tenured academic position can capture the pain and rage 
of poverty, and I would not pretend othervise* It is my belief » however, 
that a rational malytlc attitude is a necessary condition for the solu- 
tion or amelioration of social problems - the i»re so when the problem in 
question Is complex and involves a conflict among social goals and ideals 
that are held by reasonable men and women* 

It Is a widely held belief In n^st of the world that healthy adults 
should, generally speakings contribute to the community's social output. 
In the U.S., this view Is reflected u>th in the historical traditions of 
public assistance and in such legislation as the ^rk Incentive Program. 
More to the poinr, and perhaps more controversial, is that An^rican policy 
requires that the contribution to output be made through the labor market. 
Yet, among the non-jobholding adult population, there are many who are 
literally, too poor to get work. These are people who have been excluded 
in some ways from access to the labor market, or denied the chance to 
acquire human capital. If we expect people to work to support thenselves 
and their families, then logic (not to mention common decency) requires 
that people be given the necessary opportunity to work. This fs quires 
not only a level of demand for labor that is high enough to absorb the 
available labor supply, but also the manpower lervices that are necessary 



CO correct for the malfunctioning of labor markets and of the mechanisms 
by which human capital (at the very least) ia distributed. Unless both 
the macroecononic and the mlcroeconotnic conditions are tnet, some part of 
the population will be out of work and In need of income transfers. If 
we cannot devise an economy that can employ everyone, then we can hardlv 
complain that some people are on welfare. 

The emphasis of this study is on the microeconomic conditions and 
on the policies that are pertinent to them. The British experience vlth 
public assistance and manpower training has been examined here in the 
hope that this will contribute toward a better understanding of our own 
microeconomic policies and problems. The opportunity to observe a foreign 
system is also an opportunity to re-observe ones own. That is what 1 
really set out to do, since my interests lie in the improvement of American 
social policy and not in criticism of the British. 

A study of this sort must rely on impressions as well as on data. 
I was fortunate in receiving considerable help from British sources. This 
Included visits to the sites of centers operated by the Department of 
Employment and the Department of Health and Social Security, and intrr- 
views with civil servants both at operating and at higher levels. In 
many cases, their comments were quite frank (and of f-the-record) . My 
thanks go to all of them, and to the two Departments fcs the official 
and courteous cooperation that was extended to me. D'lSf? made some un- 
published data available to me, as did Messrs. Adrian Zlderman of Queen 
Mary College and Michael Hill of the University of Oxford, and I want to 
express my gratitude for their kindness. 
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Additional thanks are due to the staff of the Department of Social 
Science and Adninistrat ton at the London Scl'ool of Economics vho Invitt'd 
me to be an Academic Visitor, and who gave of their tine to teach me the 
ropes and to establinh contacts for me. Professors Garth Plowman and 
Brian Abel-Smith were especially helpful, as was Mr. David Piachaud* and 
I benefitted greatly from the advice of the late Professor Richard Titmuss. 
My research headquarters were established at the Centre for Studies In 
Social Policy, which honored me with a Visitinjt Fellowship. I am especial Iv 
indebted to I. S. Isserlis, Rudolf Klein, Vera Morris, the invaluable 
Susan Johnson, and my fellow visiting fellow, Professor Vera Shlakman of 
Columbia University. On this side of the pond, my thanks go to Herman 
Lasken, who believed in the value of the project, and to M. L. W. for his 
assistance anc criticism. None of the foregoing Is responsible for the 
errors that have undoubtedly found their way into the work. Since I in- 
tend to pursue the topic, comments and criticism from readers are herewith 
solicited. 

This report was prepared for the Manpower Adnlnistration, U.S. 
Department of Labor, under research and development grant No. 91-36-73-01. 
Since grantees conducting research and development projects are en- 
couraged to express their own judgment freely, this report does not 
necessarily represent the official opinion or policy of the U.S. 
Departnent of Labor. The grantee is solely responsible for the contents 
of this report. 

New York, May 31, 1974. 
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CHAPTER ONE 



WORK, WELFARE AMD TRAINING 

INTRODUCTION TO THE STUDY 

This study explores the relationship between manpower policy and 
income maintenance by examining the British experience with both. As 
such, it is an essay In coo^arative social policy. However, the Intent 
of the work is also to develop policy ideas that are applicable to the 
Arcrican scene, and to contribute to the e-'.erging literature on work and 
welfare. 

The interplay of income maintenance and labor market behavior 
has received renewed recognition in the U.S. in recent 3^ars« At the 
same time, the need to develop our human resources has been expressed in 
legislation ranging from the original Manpower Development and Training 
Act to the present Comprehensive Training and Eaq>loyment Act (CETA), and 
ancillary legislation. The policy goal of CETA is to "enable individuals 
to secure and retain employment at their maximum capacity."^ One would 
assume that there is a link between policies to in^rove all human re- 
sources, and programs to do this for the recipients of lncoB« transfers. 
The latter, after all, is only a special case of the former. However, 
the link has not been firmly established as yet in the U.S. There is a 
tendency to treat the training of relief clients as something special and 
apart from the training of other people, as though the act of going on 
welfare were a more Imrortant operative category than the state of poverty, 
skill deprivation, or other labor market difficulty that an individual 
might suffer from. 
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This dichotomous view of the problem stems from the "criaia" 
in welfare, and the first part o£ this chapter will review the "crisis" 
in order to trace the emergence of employable relief recipients in a 
program that was never really Intended to aid employable persons except 
on a temporary basis. The second part of the chapter explores sofoe 
labor market problems posed by the existence of employable relief re- 
cipients. These two parts are prologues to Chapter 2» which lays the 
basis for comparison with Great Britain. 

The "Crisis" in Welfare in the U.S. 

The "crisis" in welfare has become something of a household 
word. Host crises pass. In that the problem either gets solved, solves 
itself, or passes from public consciousness as the public becoB»s 
accustomed to a new state of affairs* The present debate over welfare 
payments is nearlng the end of its first decade on a well sustained note 
of hysteria, and a never-falling sense of urgency. What was considered 
in the nineteen forties and fifties as a small set of public charitable 
programs is now viewed by members of the public as a social problem. 
People have been known to condemn life In the central city because of 
the pollution, the crime, and the welfare , as if what was once an attempt 
to solve a social problem has now become a social dysfunction. 

The focal point of the crisis consists of beneficiaries who are, 
to use an old phrase, "able-bodied," i.e., men and women who are capable 
of working,. There has been little debate over the desirability of help- 
ing the aged poor, or the poor in the other "adult" categories. The 
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afed, the blinJ, AWd tho ^lisahled h.ive been treated as if they were 
supposed to be out of the labor market or, at least, as if labor market 
participation were entirely optional to them. The fact that a good many 
poor persons who are aged, blind or disabled can work (and often want to 
work) has been recognized In recent years, and is reflected in the nega- 
tive tax provisions of the new Supplementary Security Income System. 
There Is, however, little overt pressure to get them into the labor 
market. The same was never true for adults of working age, except for 
nothers who were caring for children. And this is where the change in 
attitude has occurred. 

The sharp growth in the number of cacs* of Aid to Families 
with Dependent Children (AFDC) became noticeable in the early 1960s, 
and quickly became a natter of concern. The number of cases grew from 
800,000 in 1960 to 2.5 million in 1970, an increase of 310% in a ten 
year period. Every year saw an increase in the relative as well as the 
absolute number of recipients. By the end of the decade, the "crisis" 
was seesilngly permanent. The problem. If defined as too many families 
on relief, did not pass from the consciousness of the public, despite 
the fact that the total budgetary costs of the cash programs never ex- 
ceeded 5% of all government expenditures. Welfare became a crisis, 
but not because It Involved a large amount of money or large numbers 
of people. The amount of money was trivial, and the numbers of people 
were not all that large, as D. P. Moynlhan has pointed out. Even In 
impacted cities the financial burden, although not trivial, was far 
fron unbearablo. In Kcm York, famed for the size of ItR welfare pop- 
ulation, only 10% of local tax dollars in 1971 went to public 
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a<;sistance, including the adult categories that have now been shifted 

3 

to the Supplensentary Security Incorae Program. 

Not only did the AFDC caseload rise sharply, it did so during 
a decade of alc^st unparalleled economic growth and prosperity^ a period 
when the proportion of families living in ^nverty declined from 22% to 
12% of the population. A number of explanations have been given for 
this puzzling phenomenon, and these are reviewed below. 

Varieties of Explanations 

One explanation lies in the benefit level Increases that 
occurred over the period, that made more persons potentially eligible. 
The average monthly AFDC payment rose from $28 to $50 per TOnth between 
1960 and 1970. Part of the rise came as various states raised benefit 
levels, and part of the rise came fron the migration that shifted 
potential welfare recipients from low benefit states to high benefit 
states. The rise in benefits was greater than the rise in wage levels 
during the period. Although this had the beneficial effect of raising 
the abysmal living standards of welfare recipients, it also increased 
the opportunity cost of working a^ of keeping a family intact. This 
was JMre a reflection of the low wage levels available to the unskilled 
than of the i.snerosity of benefits. It is not necessary to attribute 
all family Instability at the poverty level to the effect of '-Telfare 
benefits that rise relative to wage alternatives. The socloltsgy of 
ghett<? life is complex, but it is safe to say that the benefit-wage 
effect did not help to strengthen family ties, and may have been a con- 
tributing factor to a weakening whose primary causes lay in other factors. 

erJc ' i9 
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A second cluster of explanations concerns the administrative 
changes that were said to have made It easier for applicants to qualify 
for welfare payments and to remain in receipt of them. A variety of 
hypotheses has been offered, including suggestions that easier welfare 
payments were a tesponse to urban rioting, that caseworkers were beln^ 
radicalized, or that the combination of civil rights and welfare rights 
pressures succeeded in extending access to welfare to more and more 
people. If Income of female-headed households Is a rough measure of 
eligibility, then there Is reason to believe that the welfare system had 
failed, at the beginning of the 1960a to pick up a lot of eliglbUs.^ 
The increase that occurred, therefore, was said to be a matter of iwjre 
efficient service to needy people. 

The labor market also yields possible explanations of the sharp 
rise. Notwithstanding the decline In imenployment during the decade, 
there was an actual erosion of labor market opportunities for the un- 
educated and unskilled. Much of the decline in the unemployment rate of 
men with low levels of education steamed ron* a decline in the group's 
labor force participation rate rather than from a rise in its employment. 
Kllllngsworth has calculated that the U.S. economy generated a net in- 
crease of 10.5 million new jobs for men between 1962 and 1969, but that 
the upper tvjo-thlrds of the male labor force got 13.4 million new jobs, 
while the lower third lost about 3 million. Labor markets at the lower 
level were characterized by scarcity, discouragement, and declining 
lelative earnings. This situation probably contributed to the rising 
welfare caseloads at a tine when measured unetnploymtnt rates were falling.. 



ERIC 



20 



The structure of American categorical relief by vrhich un- 
supported mothers are the primary eligible adults, to the virtual 
exclusion of other priine ape adult undoubtedly put considerable 
pressure on the AFTX; category. A consequence of this was that both 
observers and reforrors put their eir^hasls on the actual clients of the 
AFDC category (i.e. the wlfare inothers and their children) p without 
much realization of the interrelationships betii^en the clients and the 
social, familial, and economic parameters within which they tried to 
function. The mothers were (and are) available for study » and are the 
direct objects of policy change. The missing fathers, by the nature of 
their absence, escape observation and social control. 

Reforms and the Emphasis on V^ork 

The 1962 ac^ndments to the Social Security Act sought to extend 
aid and social services to the AFIK: clientele by Increasing the social 
work facilities available to them. Whether the approach \^uld have been 
useful even in a stable situation Is doubtful,^ especially If a reduc- 
tion in the caseload was the political measure of success. But case- 
loads soared upward, and atteix^ts to apply the S9ttll*scale private 
charity casework method to the large-scale operations of a municipal 
welfare department were futile. It Is not astonishing that the next 
round of reform, the 1967 amendn^nts, put stress on getting the mothers 
into the labor market. If one could not deal with the fathers, and if 
other relatives were exempted (for good reason), and if casework would 
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not enable the mothers to be selt -supporting then-- logically speaking — 
there was no other method for reducing the caseload then to get the 
nothers into the labor market. 

The 1967 amendments marked a considerable shift In attitude 
toward the ei^loyability of nwthers who were heads of households. The 
founders of the Social Security Act had viewed the mother as a homebody 
{and an unwelcome competitor in the labor market) and the subsequent ex- 
tension of social insurance to widows of workers caring for children 
reflected a similar view.^ Rural southern welfare departments never 
shared this attitude, and even urban northern welfare departments kept a 
work requirement of sorts in ths regulation books. However, the rising 
labor force participation rate of %«omen, including married women with 
children of school age, made the working mother a commonplace spectacle 
on the American scene. As a result, the idea that a tsiother's socially 
proper place was at home, rearing children, became increasingly foreign. 
If going to work was good enough for the working class mother, then it 
certainly seemed good enough for her poorer sister. 

This became the new social judgment. It reflected itself in 
legislative debates, in the 1967 amendii»nts, and in subsequent legisla- 
tion. 

The relief tradition in the U.S. was never intended to deal with 
the able-bodied at 2.11, except to give temporary help. The unsupported 
mothers were a federal category because mothers, in 1935, were not fully 
able-bodied in the labor market sense of the term. The fact that many 
worked anyway was a reflection both of the low benefit levels and of the 
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power<"ul stlcr-a .itrai'hoi! to the receipt of welfart'. Although the Hreat 
D<»pression made both the states and the federal government into purveyors 
of public assistance, the notion thf this was more than an emerp.encv 
measure was fiercely resisted by a'il levels of government. Most of the 
aid that was offered w » work relief or job creation. The only social 
Insurance program for the able-bodied that came out of the Depression 
was Unemployment Insurance. This offered temporary succor to men and 
women who had "earned" it through their previous work, and required 
beneficiaries to look for work. Indeed, all income maintenance program^i 
for able-bodied persons have been run on the proposition that such per- 
sons have an obligation to support themselves and their dependents. A 
program that would sustain a work-eligible person indefinitely seems 
culturally and politically inconceivable in the U.S. at the present tlmt*. 

What happened to the welfare mothers around 1967 was that they 
were promoted to the ranks of the able-bodied, and attitudes toward the 
able-bodied were applied to them. To some extent, these attitudts hardened 
in the late 1960s and early 1970s when the boom of the 1960b came to an 
end. I have argued elsewhere that the slower the rate of economic growth, 
the harder the choice between public and private poods. As public goods 
become relatively more costly, social priorities are reordered. Helplnr. 
poor people of working age is likely to rank low under such circumstances. 
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THE PROBLEM OF "EMPLOYABLE" RELIEF RECIPIENTS 



Hi gh and Lov ttn^mploxTnent 

The welfare problem will nsanlfest Itself differently, depending; 
on whether employment conditions are favorable or not. In periods of hiii'li 
unemployment » or in regions where unen^loynent is chronic, there is nothing, 
startling about the presence of able-bodied men and women who are in need 
of assistance for long periods of time. Extended unen^loyment insurance 
has been one response, and even welfare becoses less stipmatised when the 
"respectable" elements in the community need to resort to it in relatively 
large numbers. In periods of low unemployment and In areas of rapid econ- 
omic gtowth, the long term unemployed are more likely to be viewed as 
vork shy. Special Justification must be asserted for their absence from 
the labor market, such as the need to care for a child, a lack of saleable 
skills, or cultural deprivation. The Justifications may be — and often 
are — quite accurate. It is just that that question "why don't you get a 
job" is ii»re likely to be asked in good times even though it may not be 
much more trenchant then, as Killingsworth*s analysis suggests. 

Political Issues 

A number of political issues have developed with Che rise in the 
number of able-bodied welfare recipients. One has been a taxpayers' 
revolt in the face of what is perceived to be a growing "welfare burden." 
Since welfare i^^ administered at the state or local level, people see It 
as competing for funds with other local activities. Rising and regressive 
state and local taxes have made themselves felt in taxpayers' pocketbooka. 
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It is aafe to say that uellAre expenditures are viewed by taxpayers as 

beinj^ made fcr an inferior social good when compared with education, 

police, and public transportation. The squeeze on state and local hud).'€'t 

that developed In 1970-1972 was translated, in part, into cuts in velfaif 

benefits and in a tighteninR of administrative procedures. 

This restrictive behavior was predictable from the behavior of 

the welfare system even durinp; the early 19608 when public attitudes 

a 

toward the poor were still favorable. Since welfare policy decisions ar. 
made at the state and local level, the voters' comparisons of welfare out- 
lays with other public services are inevitable and unfavorable. 

Thiire is another level at which the presence of employable adult 
welfare recipients present a problem.and that is where the welfare system 
creates Inequities between welfare recipients and lower income workers. 
And it is a potent problem. Indeed. 

If benefit levels are close to or greater than the after-tax 
earned income of workers, then horizontal Inequities can be considerable, 
and are likely to find political expression. Leisure is a scarce re- 
source and a valuable commodity. People who must work to support a non- 
luxurious living standard and who have, let us say, a working spouse, 
expect that publicly supported leisure should be maintained at a 
sufficiently low living standard so that the taxpaying workers feel 
compensated for thuii fora^one leisure. Since this would, in some cases, 
put welfare living stands^rds at socially Impossible low levels, there Um 
always been a certain amount of politi.-al tension here. The balancing 
variable is the stigma of welfare dependency that serves to depress the- 
utility of welfare income below the utility of earned Income. 
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The natt^T i.s .-oppl Icated when welfare incomes rise above earner' 
incomes. The "ricish solution to this problem has been the wage stop, by 
which Supplementary Benefits to the unemployed cannot exceed their usujI 
wape. Wage stop has never been adopted in the U.S., and It would present 
enornous problems in its application to tnothers with dependent children- 
note that the British do not apply it to this group on the presumption 
that there I.s no social or political necessity for mother to go to work. 
Since there are low waRe labor markets in the U.S., there are workers who 
are caught in this inequity. Furthermore, since the choice between work 
and welfare is not a free one. it is often impossible, or at least costly 
for a family to make the shift from low wage employment to welfare. 

Still greater complications have emerged from the Congressional 
decision to encourage work by welfare recipients by abolishing the 100% 
tax on earnings. Since work-related expenses are "disregarded" in comput 
inp earned income subject to negative taxatio.^. it becomes possible for a 
welfare recipient to earn n»re for the same work as a non-recipient. In 
states where Medicaid is available only to welfare recipients, there iray 
be considerable value to being on welfare, since there is no medical in- 
surance available on the market, which is as open ended as Medicaid. 
Aside from questions of work incentives that this may raise, it shoul 
again be noted that the option of choosing welfare and attendant benefits 
is not freely available to all low wage working families. 

The drafters of the Family Assistance Plan (FAP) were aware of 
the inequities that welfare imposed on the working poor. FAP was to huw 
dealt with the natter by extending benefits to .til working poor famlH*-, 
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regardlesii of their .st.jtus when thoy entercti the velfare systea. This 
wuld have removed the Inequity between welfare recipients and the work- 
ing poor. 

Humanitarian Issues 

Whatever the changes in political judgments may have been, the 
humanitarian issues that surround relief to the able-bodied poor and 
their children remain with us. The original and ostensible justifica- 
tion of Aid to Dependent Children (the earlier name of the AFDC program) 
can be seen in its name: the emphasis vas on th-* welfare of children. 
Like the blind, disabled and aged, children are the objects of special 
sympathy. Furthermore, public sympathy is not confined to persons who 
are incapable of earninp, their own way by reasor. of age or physical dis- 
ability. The public level of sophistication is great enough for there 
to be an awareness that physically able-bodied adults may have difficulty 
in competinr, for work on the licit labor market for a variety of cogent 
reasons. Accordingly, reforms that set out to reduce the size of welfare 
caseloads by making access to welfare more difficult face the problem 
that they have a great Impact on persons who are in need of the help. 
There is nothing difficult about reducing welfare outlays and increasing 
human misery. 

Labor Market issues 

Income maintenance systems have an impact on labor supply. This 
point 1.-, often lost in discussions of welfare that focus on the unen-ploy- 
ahillty of various categories of welfare recipients, for what is really 
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r.ennt i< unerplcyaMl itv Vv the social st inrfards of the coitnnunity. The 
principal impact of welfare Is on the supply of cheap labor for "low 
scale" jobs. Undoubtedly, a restriction of welfare W3uld increase the 
supply of labor in both the licit and illicit labor markets. Given anv 
level of demand for this type of labor. Its wage would decline. Thus, 
the price of unskilled and labor-intensive services might decline (at 
least relatively). Workers who are probently employed In such labor 
tnarkets would be affected because the new entrants are good stihstitutcs 
for existing workers, especially at the lower wages* Since labor markets 
are linked to each other, the wage decline \i»?uld spill over into adjacent 
labor markets. This leads to the proposition that income maintenance 
programs for employable adults serve a function similar to the function 
of minimum wages: they protect the labor standard of those who are employed. 
Indeed, income maintenance compleiunts mlnitmim wages* 

Welfare benefit levels serve — althouph very imx.erfectly— as a 
sort of lower bound to labor market earnings. They do this inq^erfectl: 
because it is possible to earn less than welfare benefits on the labor 
market even at full time work, but their effect should not be ignored. 
By the same token, welfare payments, like any transfer payn^nts, impose 
costs upon the economy to the extent that they induce losses of output 
that stem from withdrawals from the labor market. The costs may be nut- 
weighed by various benefits, such is an elen«nt of social stability whose 
absence might lead to greater output reductions. The point is merely thfit 
transfer payments are not costless in the economic sense, and it is a 
mistake to treat them as such. 
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Regulatin? the Poor 

All income transfer systems that are ireans-tested raise questions 
cf administrative power. The rove discretionary the system is, the mort^ 
power it places in the hands of individual administrators who may use U 
in an arbitrary and capricious manner. The point has been raised in a 
variety of ways, ringing from tlw belief of Piven and Cloward that the 
Intent of welfare is to regulate the behavior of the poor as a group^^ 
to the widespread concern for the civil liberties of welfare recipients 
expressed both by partisans such as the National Welfare Rights Organiza- 
tion and by disinterested observers. Emphasis on labor marlcet partlcipa^ 
tion easily translates into administrative coercion. Where administrative 
coercion is "proper," i.e^, consists of a fair interpretation of the 
rules, it substitutes for the coercion of the labor market as a form of 
fiC'ial control. The smaller the scope for using incentives, the greater 
will be the reliance on coercion. Thus, hassling the client predictably 
becomes a policy tool- 

The Role of Manpower Policy 

The increasing emphasis on labor market participation for the 
welfare dependent population has given manpower policy a new dimension. 
Many of the manpower training programs have had, as their target popula- 
tion, persons whose poverty was attributable to a lack of skill or lack 
of social development needed to compete on the labor market. However, 
helping to upgrade the skills of poor wrkers has been only one of the 
purposes of the federal manpower programs. Much effort has also gone Into 
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retrainine experienced workers whose skills have become obsolete, and iiiLw 

Cralninp. programs designed to break skill bottlenecks in growing Industrie... 

It must be remeabered that a major purpose of the original Manpower 

Development and Training Act was to facilitate economic growth and to 

make compatible two seemingly incompatible goals: price stability and low 

unor.pl ovment. Training of the dependent poor, that is, of persons collm l- 

ing public assistance was a secondary aspect of the programs. The number 

of welfare recipients in manpower training programs in the raid-1960s (i.f%, 

before the 1967 change in the welfare law) only ran between 8-1/2% and 

lA 

9-1/2% of the total number of trainees. 

The 1967 welfare amendments not only introduced vork incentives 
into the structure of AFDC welfare benefits, but also created the Work 
Incentive Program. The WIN program, by the mandate that it received, 
should be one of the largest training programs in existence. It was, after 
all, intended to help all employable persons over 16 In AFDC faollles. 
However, the actual number of people trained has remained relatively amall . 

vrhatever the difficulties may be with WIN and other training pro- 
grams aimed at the very poor, it is clear that the tenor of welfare policy 
In the 1-970S vlll be to promote the labor force participation of both rale mi 
female welfare recipients, including mothers vith dependent children. 
Some linkage between income maintenance and manpower training has been 
established as a policy direction, but the linkage with overall manpower 
policy remains loose. 
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During the 1940s and 1950s, the relatively low take-up of public 
assistance benefits in the U.S. kept the subject from impinginft on the 
public consciousness. By and large, public assistance was aimed at people 
who were not "eligible" to participate in the labor oarket, either tempor- 
arily or permanently.^^ Exceptions were made here and there, depending on 
individual circumstances, or on the generosity of local administrators or 
case workers. Accordingly, little or no interrelationships were perceived 
between public assistance as a form of income maintenance and labor market 
policies, if any. 

Indeed, the principal recognized labor market policy in the U.S. 
was to maintain aggregate demand at full employment, subject to the con- 
straint of relatively stable prices. This was the intent of the Bnployment 
Act of 1946. The policy tools were fiscal policy and, after 1953, monetary 
policy. Beyond that, government did not really have any set of mlcro- 
econonac labor market policies and it was assumed that, except for periodic 
recessions (or "rolling readjustments"), anyone who needed a job could get 
one. The Manpower Development and Training Act (MDTA) of 1961 marked a 
major departure from that view, as did such related statutes as the Area 
Redevelopment Act. The growth of the welfare system in the 19608 
occurred at the same tiii« that manpower training established itself as a 
labor market policy to aid workers whc needed to retrain or upgrade their 
skills. As time passed, a greater role for training developed in public 
assistance. This raised a number of labor market issues. Among such 
Issues were the relationship of wages to benefit levels, implicit tax 
rates, work incentives, impact of programs on family structure, and 
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slrilar mnif estaticns o*" an Interactive system. The issue reoains 
troublesome because of Its complexity. Since the American experience 
is not necessarily unique, an examination ot another system may be 
fruitful. 

Greaf Britain has welfare programs that are Renerous relative 
to the wage alternatives open to unskilled persons. In addition. Great 
Britain has an active manpower policy that is probably more highly 
organized rhan ours. It may help to gain some perspective on the American 
problem if we examine the parallel phenomena in Britain. The basis for 
the comparison is laid in the next chapter, and an appendix gives a 
tabular presentation of the major British benefits relevant to prime age 
adults. 
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CHAPTER TWO 
BACKGROUND TO BRITAIN 

TVT RASES FOR CO>!PARISON 

Much of the planning and debate over incoiK maintenance programs 
in the U.S. has taken place without reference to the experience in other 
nations. Some of this merely reflects the sort of insularity for which 
Americans are often noted, and some of this based on the perfectly 
sensible notion that each country* s Institutions are unique, and its 
social programs cannot therefore be export^. However » it would still 
seem that western industrial countries do have a goml deal in common, 
and that there are policy ideas to be learned by examining the theory and 
practice of social programs in the industrial mrld. 

Great Britain^ was chosen as a good place for an international 
comparison for a number of reasons* To begin with, Britain and the U.S. 
have a number of more or less comron historical traditions with respect 
to work and welfare, and these traditions are reflected in current 
policies and practices. There is a strong work ethic in Britain that j 
antedates the Protestant reformation and was, if anything, reenforced by 
it. This manifests itself in the stigma that attaches to welfare depend- 
ency, although the stigma is probably not as great in Britain as in the 
U.S. It is not that the British - or at least, the English - are passion- 
ately devoted to work as an end in itself, as has been said of Germans, 
or Japanese. Leisure is a highly valued commodity, but Income from work 
has a higher status than income from welfare for persons below the 
pensionable age. (IncoM from property has an evpn higher status, however.) 
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The number of welfare mothers In Britain has been rising at a 
rate comparable to that in the U.S. (see Figure 2-1). To date, this has 
not been viewed as a problem in Britain. 

Social attitudes towards female heads of households are still 
markedly different in Britain, and unsupported mothers are under less 
social and administrative pressure to work than is the case in the U.S. 
Some of this probably stems from the high regard that the British have for 
children, some of it from a somewhat less enlightened attitude towards 
-^men. Strictly speaking, an unsupported mother in Britain has no legal 
obligation whatsoever to seek work. She is free to collect het Supplement- 
ary Benefit until the last child is sixteen years old. However, complaints 
by welfare rights groups that welfare mothers are being turassed into work 
are some indication that the social values of some administrators differ 
from the official judgment that the fatherless household has an unquali- 
fied legal right to public support. 

Some of the similarity in attitude towards public assistance 
- can be attributed to the commn descent of both the British and the 
African system from the Elizabethan Poor Law. Strictly speaking, the 
term "Poor Law" was abolished in the 1948 reform. Public assistance was 
called National Assistance (NA) until 1966, when its name was changed to 
Supplementary Benefits (SB). The change in terminology was made by the 
Labour government in an effort to destigraatize the benefits. The sugges- 
tion is that SB merely supplements the existing National Insurance benefits 
which like our social insurance benefits are not means tested. As a 
practical matter, SB retains a strong concern for work, notwithstanding 
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FIGURE 2-1: CO^^ARATIVE GROWTH OF PUBLIC ASSISTANCE CASELOADS, 1961-1972 

MOTHERS WITH DEPENDENT CHILDREN 
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1961 62 63 64 65 66 67 68 69 70 71 1972 

Source; Cotcputed from data on British women under s?ixty with dependent 
children receiving supplementary benefit. Department of Health & Social 
Security, Social Security Statistics! 1972 (London: HMSO, 1973). The 
American data are based on the AFDC caseload. U.S. Department of Healtl;, 
Education and Welfare. Social Security Bullet in: Annual Statistical 
Supplement . 1970 (MashinRton: U.S. Government Printing Office, 1973). 
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itf? Innocuous title. \s will be shown In a later chapter^ a considerable 

2 

effort Is made to Induce and coerce able'^bodled clalisantB to get a Job. 
The ultimate sanction Is jail. It Is a criminal offense to refuf^a tc 
maintain oneself or one*s dependents^ and a handful of men actually spend 
a few Weeks In jail each year for what amounts to refusal to work. 

At the time that the research proposal was formulated* it was 
believed that the links between manpower and income maintenance policies 
were better developed in Britain than in the U.S.» and that a policy model 
could be found there. In her seminal work on European programs » Beatrice 
Reubec 8 noted that the British saw reduction in welfare expenditures as 
an important reason for placeirant and training activities aimed at the 
hard to employ* including those that are "work shy.** However* a closer 
look at British manpower programs shows that the mainstream of formal 
manpower polfcy is really directed at eminently employable persons who 
wish to upgrade their skills. The primary purpose for the British mix 
of manpower programs is to encourage economic growth. In practice* the 
special programs for the hard to employ are* as is the case in the U.S.* 
poorly linked with respect to those clients that are physically able- 
bodied. 

In Britain* just as in the U.S.* there has been a rising in- 
terest in the financial incentives and disincentives that are inherent 
in maintenance systems. A number of British benefits for the working 
poor are keyed to incotr^; some have negative tax rates* such as is found 
in Family Income Supplement (FIS) which pays 50% of the difference 
between the earnings of a fully employed head of household and a poverty 
line for a family of his size and composition* up to a maximum of £5. 
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Indeed, th« negative tax concept in Britain is a cultural import from 

the U.S. and may be extended further there in proposed negative tax 

legislation. The Brirlah version, called Tax Credits, stands an excellent 

4 

chance of being enacted. 

Similarity of Economic Problems 

Comparisons between Britain and the U.S. are further facilitated 
by the existence of a number of similar problems. Arong these are rela- 
tively high l#»vel8 of unemployment, at least by European standards, to- 
gether with chronic balance of payouts problems that limit the scope 
of full employment policy. There is also a variety of structural imper- 
fections in the labor market that bear resemblance to some of ours. 
Similarity does not, of course, imply identity. Some labor market 
problems in Britain are quite differ«it from ours, but the similar ones 
are vovth looking at in some small detail. 

Unemployment 

Britain has a greater political commitMnt to full employment 
than JufK the U.S. However, it has suffered from unemployment rates that 
are consistently higher than those found in the advanced industrial 
countries of western Europe, excepting Italy. (See Figure 2-2) By the 
same token, the peacetime unei^loyment rate in the U.S. has not been 
sustainable at a rate below 5% without loss of price stability. Although 
it has been widely believed in the U.S. that cyclical unemployment does 
not have much influence on caseloads, new evidence is eirerglng that a 
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FIGURE 2-2: AVERAGE UNEMPLOYMENT RATES X962-1971 IN SEtECTED COUNTRIES, 

ADAPTED TO U.S. CONCEPTS 



UNITED 
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3.23% 
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SOVRCE: Constance Sorrentlno, "Unen^Ioyisent In Nine Industrialized Countries" 
Monthly Labor Review (June, 1972), p. 30. 
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relationship does exist.-^ Even without this evidence there has always 
been good reason to believe that unenq>loyment will have some Impact, at 
least at the margin^ on the labor force behavior of the poor« 

Some of the uneirplo3ncent that both nations have experienced comes 
fron structural problems and other labor market imperfections that do not 
lend themselves to treatment by the usual cficroeconomlc policies to stim- 
ulate demand. (Even in this respect, both nations have faced similar 
constraints on demand stimulation that come from balance of payments 
problems.) As in the U.S., there are depressed areas in Britain, notably 
in the Southwest and north of England and in Wales and Scotland. Another 
similarity to the U.S. is found in the under investv^nt in human capital 
amonx a segment of the population. Racial and ethnic problras also mani- 
fest themselves in the labor market, both on the demand side through dis- 
criminatory hiring practices, and on the supply side through lack of skills 
and through cultural deprivation. Unfortunately* there is relatively 
little statistical information available o* race and ettmicity in Britain, 
even though race problems are quite acute. No data exist on claimants to 
most benefits by race or ethnicity,^ and very little data are available on 
anything else pertaining to race. This situation is now being corrected 
with the gathering of some statistical series based on place of birth and 
parents* place of birth. These are census categories, but they also 
identify race.^ 
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Differences between Britain and the U.Sj_ 

The similarities in some labor taarket and other problems that 
invite comparison have been noted above. There are important differences, 
however, that must be stressed in any comparative analysis, for the 
coimnon language tends to disguise (at least for the casual visitor) some 
substantial d-'Terences betwe^ Britain and the U.S. 

Unemployment 

Although levels of unenployrcnt have been high by the standards 
that have prevailed in western Europe, they have generally been low when 
compared to the U.S. In the decade of the 1960s the rate of unemploy- 
ment in Great Britain, when adjusted for comparability with the U.S., 

ranged from a low 2.1% to a high of 4.0%. Even the 1971 rate, which was 

g 

the highest since Vtorld War II, only reached 5.3%. By contrast, the U.S. 
un*»fl^loyment rate in the 1960s ranged from 6.7% to 3.5%, and the low rates 
are widely believed to be unsustainable without inflation. If we dis- 
tln{»uish between the income maintenance and productive systems of an 
economy,^ there has been relatively more room for people in the productive 
system in Britain than in the U.S. The obverse of this coin can be found 
in ihe relatively low wages and living standards found in Great Britain. 
Thus, a median male wage earner with a wife and two children earned £1550 
per year in 1971 if fully employed, which would leave an Income bf £1533 
after all taxes and benefits.^^ Given an exchange rate of £1 " $2.40, 
this comes to S3, 680 per year. The exchange rate undoubtedly understates 
purchasing power, but if we generously assume a coefficient of 2 (based 
on crude observation), we still only ^^t an annual income of $7,360 in 
V.ii. purchasing power. 
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Arguably, the less productive British economy is able to einploy 
relatively i&ore people* at lover wagee, and thus put less pressure on 
the Income maintenance system to correct undesirable shortfalls, at least 
with respect to population of working age« If poverty is viewed as a 
relative concept, then the greater equality in the British distribution 
of income loakes poverty in Britain a somewhat less acute matter than in 
the U.S. At the sane tlxBe, it brings the socially acceptable minimum level of 
income closer to the average. The socially acceptable minimum Ixuzoik in an 
advanced industrial country is surely affected by the living standards in 
neighboring countries with which imich of the population and most of its 
elites have contact. The result Is a squeeze between wage opportunities 
and the minimum income as defined, in Britain, by the level of Supplementary 
Benefits. A low wage earner (say, one who earns 2/3 of average earnings if 
fully employ^) with a wife and two children who qualifies for SB could 
receive 82% of his earnings In benefits if not at v^rk. With four children, 
the SB benefit would be close to 100%.^^ 

Cultural and Political Attitudes 

An important difference between the U.S. and Britain can be found 
in attitudes toward the role of women, and concern for the welfare of 
children (as well as for the aged and others Incapable of vorklng). 
British women have about the same lal^r force participation rate as their 
U.S. counterparts but, to the casual observer, the older cultural norms 
prevail with respect to attitude. That woman* s place is In tl^ hoiM is 
still something: of a British ideal (at least, for men) which is, perforce, 
honored in the breach. This translates into less political pressure to 
send poor women to work than is found in the U.S. '^r even on the continent 
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of Europe. For example « SF is relatively gentle with middle aged widows 
who have had a career as lK)u^ewives« As for won^n who are caring for 
dependent chlldrent their right to assistance is unqualified. 

The attitude toward mothers with children also seems a function 
of a strong British compassionate streak for children. Whether or not 
adult poverty Is veil deserved ^ children are never thought to be at fault. 
They did not choose their parents, nor are they in any position to alter 
their own circumstance. Child poverty seems particularly abhorrent to thr 
British(posslbly more so than to Americans). Perhaps this Is a hangover from 
the heartless attitudes that prevailed In the 19th century. Whatever the 
reason^ both major political parties have a traditional concern for child 
welfare. Not surprisingly, the principal lobbying group for the poor is 
called the Child Poverty Action Group (CPAG). 

One reflection of this concern for children Is shown In Family 
Allowances (FAM). FAM Is payable to all families with two or n»re children, 
at the weekly rate of ninety pence for the second child aiui £l for each 
additional child. >fore to the point, FAM is payable directly to the 
mother, on the hypothesis that she, ix^re than the father, has the child's 
welfare at heart. Hence, FAM Is nusre than Just a r^istrlbution of Income 
toward families with children as might be the case In France or Canada. 
An effort is made to make sure that the children themselves will get the 
benefit of the payment, lest the father use the money for drink at the 
neighborhood local. 

A 1968 change In FAM sought to concentrate the benefits of in* 
creased payments on poor families. It did this through "claw^back," by 
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whlch a fifty pence Increase in benefits was Just offset by an equivalent 
reduction in the portion of Income that Is free of taxes* Since FAM is 
taxable, the full benefit of the increase vent to families whose Incomes 
were low enough to place them below the tax threshhold.^^ 

The Family Income Supplement Program (FIS) was a further attempt, 
this time by a Conservative govem!iwntt to help low wage families with 
children 1 Eligibility for this wage supplement (see the Appendix to this 
chapter) hinges on the presence of children in a low wage tK)usehold. FIS 
was enacted In response to a perceived political demand to help poor 
children^ and was a Tory substitute for a broader and more universal Family 
Allowance program proposed by the Labour Party. The Tory measure reflected 
a political need to respond to Labour demands for broadened family allow- 
ancest i-e.» an Income maintenance measure focused on children. 

If there can be such a thing as a poverty lobby » Its political 
strength is relatively greater In Britain than in the U.S. Some of this 
strength comes from what Americans would call the welfare establishment t 
i.e.» social workers and social planners in public and private agencies 
as well as in academla. The late Professor Richard Tltmuss was a strong 
Influence on this group. Insofar es he developed social administration as 
the academic field of study from which the relevant experts are drawn. 
Mot only did he build it up to its present Importance in Britain^ but he 
also imprinted it with his political views and analytical methods* 
especially the notion that a primary function of the welfare state is to 
help people uho are in need. The tradition survives In the students and 
disciples that he produced for several decades at the London School of 
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Economics^ and it v^uld be dlfflculc to appoint a distinRulshed panel of 
British experts without naming one of Titnmss* co-workers or students. 
There is no comparably unified intellectual force in social welfare in the 
U«S.^ although our schools of social work probably have soiKwhat parallel 
views. 

In general » the "socialism" of the British welfare state puts 
heavier emphasis on distributive justice than on economic growth as the 
means toward a better society. This differs from the U.S* eBiphasls on 
economic growth as a means to help the poor. 

A comparison with Great Britain must also note that sov^hat dif- 
ferent role of cash relief in the panoply of social welfare benefits. Since 
everyone has access to the National Health Service » there is no need to 
qualify for welfare in order to obtain health benefits (except for free 
prescriptions » glasses^ and dental care)# Family Allowances are not means- 
tested. Public housing is not designed (as In the U.S.) for the very poor- 
est « but serves a broad spectrum of working class people, reaching well 
into the middle Income ranges. There is also a variety of Mans-tested 
benefits that do not require total poverty as the principal qualification 
of eligibility. Among these are free school meals, rent rebates, and other 
benefits available to the working poor. Some of these like rent rebates or 
FAM, are not additive to SB, and thus shift some of the expense away from 
the SB budget. This puts a slightly lesser burden of the total cost of 
Income maintenance on the formal public assistance system^ Furthermore, 
although SB Jj^ a passport to the many means-tested benefits available in 
Britain, it is not the exclusive one. FIS also serves this function. 
Accordingly, there is a lesser need for persons In search of one particular 
benefit to try to qualify for the whole package - including SB - in ordkit to 
obtain the benefit. Unbundling is easier. 
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There ar^ other malor differences in the role of SB, as comparni! 
to AFDC, which will be noted here for further development in a later 
chapter. SB is a broader program in that it covers intact families, aniJ 
in that it supplements social insurance benefits that fall short of 
British minimum social standards. In this respect, it covers a larger 
pool of potentially eligible people than its American counterpart. The 
political consequence is that a larger proportion of working people in 
Britain are likely to have at least potential contact with public assistant*; 
than is the case in the U.S. where, for most people, AFDC is something 
for "then" and not "us". Accordingly, the attitude of the British 
electorate can be expected to be more benign toward public assistance 
because of the greater likelihood that the ordinary voter will have 
occasion to use it. 



T!ie foregoing establishes a basis for comparing Britain with 

« 

the U.S. insofar as problems of income maintenance for able-bodied 
persons is concerned. The appendix to this chapter is a readers' guide 
to British welfare benefits. It is not Intended to be complete, but it 
nay be helpful to readers who have not yet been Initiated into the 
m>'Steries of the welfare state. The inclusion of training allowances in 
the list of benefits reflects the idea that training 1 a relevant 
alternative to unemployment. In the chapter that follows, a close look 
will be taken at British social insurance and public assistance, and at 
the manner in which the various programs interact with each other to 
cre.ite a structure of incentives with respect to the Inhor market. 
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NOTES TO CHAPTER TWO 

1. Strictly speaking. Great Britain is the United Kingdom 
without Northern Ireland, and the terra will be used in this 
tneanlng" throuRhout the work. Northern Ireland has a some- 
what separate administration for public assistance (Sup- 
plementary Benefits) and for some other programs. In view 
of the special problems of fhat unhappy land, it seemed 
wisest to omit it from consideration here. Great Britain, 
in turn, consists of Scotland, England and Wales, the last 
two of which are usually (but not always) adminlatrat ivel y 
the same for program purposes. Some local government (local 
authority) programs differ as between Scotland and England. 
However, the major programs examined in this work are uniform 
throughout Great Britain. 

2. Recipients of social benefits in Britain are called 
claimants. The term was introduced for the deliberate 
purpose of destigmatizing the benefits by emphasizing the 
fact that all benefits, whether means-tested or universal, 
are a matter of right. Persons "claim" what they are en- 
titled to receive. 

3. Beatrice Reubens, The Hard to Employ; European Programs 
(New York: Columbia University Press, 1970), p. 51. 
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4« Or dld« before the onset of the energy crisis and the 
change in government, 

5. This is shown in three forthcoming studies, one for the 
U.S. as a whole, one for New York City, and one for Detroit. 
The first is P. Albin, H. Kelejian, and B. Stein, Unemploy- 
ment and Welfare Benefits , being prepared by the Public 
Assistance Project of the Institute of Labor Relations at 
New York University. The second, by C. Peter Rydell et al, 
Dynamics of New York City's Caseload , is to be published by 
New York City Rand Institute, #R-14A1-NYC. The third is 
Daniel H. Saks' "Relation between the Labor Market and the 
Welfare System through Time," an unpublished working paper 
(1974). 

6. Citizens of the Irish Republic have had free entry into 
Great Britain with the right to work and to receive bene- 
fits. There is a significant amount of ethnic hostility 
against the Irish in England. 

7. See C. A. Moser, "Statistics about Immigrants: Objectives, 
Sources, Methods and Problems," in Central Statistical Office, 
Social Trends No. 3 (London! HMSO, 1972), pp. 20-30. 



8. Constance Soirrentino, "Unemployment in Nine Industrial 
Countries," Monthly Labor Review (June, 1972), p. 30. 
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9. The distinction was developed by Michael Plore in 
"Notes on Welfare Reform and the Design of Income Main- 
tenance Systems," unpublished MS, (1972). 

10. Gross median weekly earnings in Central Statistical 
Office, Annual Abstract of Statistics, 1971 , p. 152. 
Income net of taxes and benefits was computed by interpola- 
tion from Central Statistical Office, "The Incidence of 
Taxes and Social Service Benefits in 1971", Economic Trends 
No. 229 (November, 1972), Table 1, p. xix. 

11. Central Statistical Office, Social Trends No. 4 (1973), 
p. 106. 

12. For analysis of "claw-back" and the genesis of Family 
Income Supplement (FIS) see Martin Rein, "Work Incentives 
and Welfare Reform in Britain," B. Stein and S. M. Miller 
(eds.). Incentives and Planning in Social Policy (Chicago: 
Aldlne Publishing Co., 1973), pp. 170-173. 
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APPETTOIX TO CHAPTER TWO 
M\JOR BRITIS:{ INCOME MAINTENA*ICE PROGRAMS 

NATIONAL INSUPANCE 

This is the backbone of the British social insurance system, 
and corresponds rouf^hly to the AsKrlcan notion of social security. 
All pricie age adults are required to participate by the payment of 
contributions (i.e., taxes). Employed workers have their contributions 
withheld from their pay, and ea>ployers are also required to contribute. 
Additional funds for the system coae from the EsKhequer out of general 
revenues. Benefits are generally based on family size and composition, 
and BomR of them pay an earnings-related mippleraent for the first six 
months. Where benefits fall below the poverty line, they may be sup- 
plemented by Supplementary Benefits (see below). The principal pro- 
grams relevant to employable adults are: 

Unemployment Benefit Payable for unemployment of 

from two days to one year at 
the standard rate. Earnings 
related benefits are payable 
from the 13th day to six s»nths. 
Total benefits cannot exceed 
B5% of usual earnings. Married 
women who have chosen to con- 
tribute at a lower rate than 
men do not qualify. 
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Sickness and Payable for Illness of from three 

Invalidity Benefit 

days to one year at the same rate 
as UnemployiMnt Benefit « After 
168 working days it Is suppleioented 
by Invalidity Benefit at a rate that 
declines with the claimant's age. 

All women are eligible for a grant 
of £25 per child per confinmsent. 
Working women who are pregnant can 
receive a weekly allowance equal co 
the standard unenq>loyment benefit 
for single men for a period beginning 
11 weeks before confinement and end* 
Ing six weeks after confineTOnt. 

Available to men at af;e 65 and women 
at age 60 who work no more than 12 
hours weekly and earn less than 
£9»S0. Earnings limitation ceases 
at 70 and 65 » respectively. Payable 
at the same standard rate as other 
bene fits 9 but a graduated amount is 
payable to those who chose to pay an 
additional contribution. The system 
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Retirement 
Pension 



-39- 



is currently shifting over to 
greater emphasis on employer pension 
plans. 

Widows V All widows receive an allowance for 

Benefits 

26 weeks following the death of their 
husband, at the standard rate plus 
earnings related benefits. Widows 
with dependent children receive a 
widowed TOthers' allomnce with 
benefits for each minor child. At the 
expiration of the allowance , widows 
over 40 receive a pension which ranges 
from £2.03 at age 40 to the stuidard 
rate of £6.75 at age 50 or over. 

ITn)USTRIAL INJURIES 

This is essentially the British version of Workmen* a Co«^>en8ation« 
Tt is financed by contributions levied on employees and employers^ and 
further subsidized by the Exchequer. Benefits may be supplemented by 
Supplementary Benefits. The principal benefits are: 

Injury Benefit Payable up to 26 weeks. The basic 

rate is higher than the rate for 
sickness l^nefit. 
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Dlsabletnent Benefit Rased on medical assessinent of the 

extent of claimant's Injury » froQ 
20% disability (paid vlth Ixmp sum) 
to 100% » plus additions for various 
situations such as uneoployabllityt 
unfitness to return to regular job, 
need for constant supervision » &c* 
Payment of the above pension does 
not necessarily disqualify clalxoants 
froa Kacioral Insurance benefits. 

Alloirances for minor children at the 
standard rate of NX, A 26 week allows 
ance of £9.45 « and a pension similar 
to NX Widows' Benefit* The two types 
of pensions are mutually exclusive* 

FAMILY ALLOWANCES Families with two or more children re- 

ceive a weekly allowance of 90 pence 
for the first two children p and £1 for 
each additional child. The allowance 
is financed entirely by the Exchequer 
out of general revenues, and Is paid 
directly to the mother, where possible. 



Death Benefits For 
Widows and Dependents 
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Benefits are taxable as ordinary In- 
come* There is no TOans; test or 
other condition of ellRibility. 
However t Supplementary Benefits are 
paid net of Family Allowances. 

FAMILY INCOME SUPPLEMENT Payable to families with incomes below 

a sort of poverty scale based on family 
size. The benefit pays 50% of the 
difference between actual income and 
the designated amount on the scale^ up 
to a maximum of £5 per week. Financed 
out of general revenues. Claimants are 
automatically eligible for certain 
other Welfare benefits, such as free 
eyeglasses, dental treatment , school 
meals, etc. 

SITPLEMEKTARY BENEFITS (Supplementary Benefits Comlsslon, Department 
of Health and Social Security) 

This Is the basic public assistance program, financed by the 
Exchequer out of general revenues. Claimants are automatically eligible 
for certain other benefits, such as free eyeglasses, prescriptions, 
d<*ntal treatment, school n^als, etc. Rent and rate rebates must be 
cl*.li"ed, and are subtracted from benefits. 
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Supplementary 
Allowance 



To bring family resources up to the 
"appropriate level of requirements" 
set by Parliament t for persons below 
pensionable age, i.e«t a poverty line. 
Thus, benefits are means tested. A 
scale of payments exists, based on 
family size and age of children, plus 
housing costs and exceptional needs. 
SB cannot be used to supplement full 
time earnings (see FIS) and part time 
earnings above £2 are taxed at 100%. 
Benefits cannot exceed full time earn- 
ings in claimant's usual occupation 
(wage st^ Employable claimants must 
register for work, except nK>thers caring 
for minor children* 



Supplementary 
Pension 



Essentially the same thing for persons 
of pensionable age. 



MISCELLAMEOUS LOCAL ALTHORITY VJELFARE BENEFITS 

Council Housing Local authorities build and maintain 

public housing for local residents, 
f5ubject to a rather generous needs test. 
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The last government directed 
authorities to move all rents up 
toward competitive levels. 



Rent R ebates and 
Allowances 



Rent subsidies administered at local 
levels and Income tested, with in^llclt 
marginal tax rates of 17% to 25%. 



Rate Rebates 



Income tested reductions in local 



property taxes. 



Free School Meals 



Remission of the charge for school 
lunches for poor children. 



Higher Education 
Grants 



Maintenance grants to students in 
higher education, income tested to 
parents. \^ 



DEPARTMENT OF EMPLOYMENT BENEFITS 

A number of cash benefits are administered by the Department 
of Employment as part of its responsibility for British manpower policy- 
The principal ones are: 



Redundancy Payments 



Lump sum payments to workers dismissed 
for er^onomic reasons. The amount Is a 
function of length of service and the 
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a}',e Llurlnp which t!ie service was 
perforn^d. Payments are made by 
the employer, but half the payment 
Is then recouped fr^^m a fund which 
Is financed by a payroll tax on 
employers. 

Training Allowances Weekly allowances to trainees under 

the Training Opportunities Scheme, 
at Government Training Centres or 
Colleges of Further Education. The 
scale is similar to NX benefits, but 
slightly higher. Allowances are 
slightly lower for Industrial Rehabil- 
itation. 

Benefits to aid workers to move to 
another locality because of actual or 
impending unemplo3nnent. The program 
is limited to workers who earn less 
than £2650 per year. Benefits include 
payment of fare to the job Interview, 
a weekly allowance of f6.58 while the 
worker's family remains at the old hos^, 



Employment Transfer 
Scheme 
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cost of moving personal effects, 
a lump sun toward incidental ex- 
penses, and aid in selling and 
buying the hoi>«. Special benefits 
exist for movement into less 
developed ("assisted") areas. 
The purpose is to promote labor 
nubility, but the numbers Involved 
have been small. 

SOURCES FOR APPENDIX TO CHAPTER TWO (in alphabetical order): 

British Information Services, Social Security in Britain 
(London: British Information Services, 1973), pp. 10-38; 
A. Harding Boulton, Lav and Practice of Social Security 
(Bristol: Jordan & Sons, 1972); Department of Health and 
Social Security, A Guide to Social Security (November, 1969), 
and Supplementary Benefits Handbook , Supplementary Benefits 
Administration Papers 2 (London: HMSO, November, 1972); 
Family Welfare Association, Guide to the Social Services 
(London: MacDonald & Evans, 1973), pp. 112-179; Tony Lynes, 
The Penguin Guide to Supplementary Benefits (Middlesex: Penquin, 
1972; Phyllis Wlllmott, Public Social Services (London: Bedford 
Square Press, 1973), pp. 17-83, 
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CHAPTER THREE 

THE INTERPLAY OF SOCIAL INSURANCE AND PUBLIC ASSISTANCE PROGRAMS 

HISTORICAL BACKGROUND 

British income maintenance before World War II was» like Its con- 
tinental counterparts* oriented towards the social insurance principle* This 
meant linking eligibility with participation in the labor market^ and usIhr 
a fund^ preferably contributory* to finance claims. The use of a fund was 
considered "sound" anKJng policy-makers who feared any system with an un- 
limited claim on general tax revenues. The same sort of reasoning under lie^; 
American Social Security with its payroll taxes and its trust funds* 

By 1939, four funds were in existence: health insurance* unemploy- 
ment insurance * agricultural unemployn^nt insurance # and pensions for the 
Aged, widows and orphans. These had been developed over time in a piece- 
meal way. However* coverage was far from con^rehensivc. benefits were 
limited and administration was complex and costly. The concept underlying 
the services was that of making dpecial provision for the minimum require- 
ments of groups that were in particular need.^ 

The backstop program to these funds was public assistance* which 
was the old Poor Law in its final stage. As in the U.S., public assistance 
was primarily a local matter* although its form and content were mandated 
to the localities (local authorities) by Parliament. The indigent who were 
not eligible for aid by the fun^^s* and who could nor get other aid* were the 
potential clients of the Poor Law* which served as the net below the net* 

However* the high levels of unemployment that began in the mid- 
1920s exhausted the unemployment insurance fund and put strains on publ ic 
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assistance. The Poor Law was not, in any ev^nt, dcslRned to help able- 
bodied workers. A crisis that developed from this situation led to the 
enactment of a second type of public assistance, called Unemployment Assist- 
ance. This was funded out of general revenues and administered by a 
national board. 

The Unemployment Assisfance program used the means test to dole 
out its benefits. In this respect it followed the general principle behind 
assistance , in contrast to social insurance . Since the volume of claims on 
assistance is limited only by circumstance and not by the size of a fund, 
the need to economize funds requires a rationing device. The means test 
experience that was developed under the Poor Law seemed most applicable to 
the situation. Coverage under Unemployment Assistance was quite broad, 
which gave a far greater proportion of the population some experience with 
the means tett than had been the case with the old Poor Law. One political 
consequence was that the means test became unpopular, a factor that un- 
doubtedly played a role in the post-war reform of British social services. 

The Coals of the Beveridge Plan 

The formation of the British welfare state after World War II 
was heavily Influenced by the Beveridge Report. One aspect of the re- 
forms coming from the Beveridge Report was that the various patchwork pro- 
grams were consolidated into one comprehensive system. The backbone of 
the Beveridge plan for income maintenance was a contributory form of 
social insurance. Heavy emphasis was placed on the prevention of poverty 
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by the use of family allovances^ a comprehensive health and rehabilitation 
service » and by a Keyneslan full emplovroent policy. The contributory 
social Insurance benefits were set at subsistance. In a sense » this was 
all that the state owed the citizen* and Beveridge envisioned the develop- 
ment of private Insurance schemes to supplement the basic subsistence 
benefit for those who might choose this form of saving. Since the social 
insurance system was contributory » the benefits were clearly a matter of 
rights earned by the recipient. The stigma of public charityt and the 
indignity of the means testg wers thus to be dispensed with. 

There was still a need to provide for those who might be in need 
but did not qualify by virtue of direct or indirect attachment to the labor 
market. National Assistance was to n»et this need* In essence » NA was the 
nationalized form of the locally administered Poor Law^ together with the 
Unemployment Assistance program, pension supplements, and similar odds and 
ends. In this respect, the public assistance patchwork was, like the in- 
surance system, made comprehensive* 

It was believed in Britain, Just as in the U.S., that public 
assistance would be a minor part of British social s^urity, especially 
as time moved the younger generation through full coverage. This did not 
turn out to be the case, and the number of persons receiving Supplementary 
Benefits (the present naiM for National Assistance) as their primary form 
of income maintenance is 30% as great as the number of National Insurance 
beneficiaries.-^ 

The actuaj welfare state that emerged from the post-war reforms 
differed from the Beveridge blueprint in a number of respects. Of the 
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policies^ to prevent poverty that were enacted , only the National Health 
Service emerged In full form. Family Allowances (FAM) never became a 
Rreat enough Income transfer device to brin^ many people out of poverty. 
Although a full employment policy was pursued, and kept unemployment below 
U«S. levels it encountered the following Interrelated problems: 1) It 
proceeded on a stop-go basis » since balance of payment problems recurrently 
forced policymakers to truncate each boom, and 2) a persistently low rate 
of real economic growth left relatively little scope for raising real wagen 
for workers In the low wage sector and therefore for using economic growth 
to reduce the number of the poor. 

Conflict Among the Coals 

In the enactment of the operative social security scheme, three 
basic Beverldge goals came into conflict with each other* One was the 
proposition that social security benefits should be paid out at a flat rate 
set at what can be called a social minimum income. The second goal was that 
all needy families should receive, as a general rule» a social miniimtm level 
of income. The third was that social insurance benefits should somehow be 
felt to be preferable to assistance benefits.^ 

If assistance were to be felt as less desirable than insurance* 
one would have expected it to offer lower benefits. But this was not the 
casp, since both were supposedly set at a ''minimum^' level. Furthermore, 
national insurance benefits tended to fall below assistance benefits when 
rent and other variables were taken into consideration. Since national 
assistance was used to supplenient national insurance if the latter benefitn 
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lell below th«? ninitnun, rito proportion of national insurance clalmanrB 
were alv^ays entitled to national assistance. These » It should be noted 
had fulfilled their side of the social bargain. In that they had directly 
or Indirectly "earned" their benefits. At the sane time, the policy that 
a mlnlmuir. benefit was available to all in need removed the economic dif- 
ference to the claimants between the two programs. There remained, of 
course, the indignity of the means test and the stigma of charity with re- 
spect to assistance, but this was blunted by the presence of claimants with 
overlapping coverage. 

If the assistance benefit levels represented the society's cal- 
culation of a minimum standard of living, then the insurance benefits 
could (by themselves be economically less desirable even if "morally 
superior." The goal of setting social insurance benefits at a flat sub- 
sistence was not achieved. At the same time, it was difficult to assert 
th^t the insurance benefits were somehow nwre desirable when» in fact, they 
were eccnonlcally inferior. 

There were several roads that might have led out of this dilemma, 
and British policy moved along all of them. One was to keep certain 
assistance benefits low, a second was to raise the Insurance benefits, and 
the third was to use assistance as a supplement to Insurance. Each pre- 
sented problems, and all of them together served to complicate matters. 

It is difficult to assert that everyone ought to be guaranteed 
some socially determined minimum Income while simultaneously deciding that 
some people should, after all, receive benefits below this. Yet, this is 
what wage stop does. Wage stop is a device that limits the level of 
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Assistance benefits to what the principal wage earner could earn on the 
labor market. This made national insurance economically preferable to 
national assistance for disemployed wage earners in the lowest wage 
brackets, but at the politically uncomfortable cost of specifying that 
they were to be supported at a level below the social minimum. 

The move to raise insurance benefits, relative to assistance, 
came via the introduction of earnings-related benefits, first for pensions* 
(in 1961), and then for unemployment and sickness benefits (1966). This 
removed the Beveridge assumption that all benefits would be at some flat- 
rate basic level. The introduction of earnings-related benefits made It 
possible for workers to receive benefits above the minimum scale, subject 
to an upper limit and to the constraint that the confined benefit (basic 

5 

plus earnings related) could not exceed 85% of average weekly earnings. 
In order to maintain the actuarial soundness of the scheme, it was nec- 
essary to depart from still another Beveridge notion, the flat-rate con- 
tribution, and to add a proportional payroll tax (applied to an upper limit 
of f30 per week in wages) to the flat rate. Since the point at which the 
earnings-related benefits come into play is a low one, the overlap between 
assistance, and insurance has not been removed for much of the working 
population. 

As noted above, it is British policy to supplement inadequate 
national insurance benefits, and a considerable overlap in coverage exists. 
Under the circumatances, it has been hard to maintain that one benefit 
should be felt to be "less desirable" than the other. This dilemma was 
resolved when the Ministry of Social Security Act of 1966 moved to de- 
stlgmatiae National Assistance for all claimants. The program was renamed 
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Siipplenentary Benefits (SH). and divided into two components'. Supple- 
mentary Pensions, and Supplementary Aasistance.* Claimants were given 
an explicit "right" to benefits, based entirely on the rules of qualif- 
ication. The purpose of this movA (by itself, it made no practical 
difference) was to renwve the mantle of public charity from the assistance 
benefits. In other words, two of the Beveridge goals gave way to the 
third and most fundamental goals the right of all persons in need and 
unable to work to receive a minimum level of money income. 

This must be qualified (somehow, grand principles are never neat) 
by two provisoa: D the definition of who is unable to work, i.e. not 
expected to look for work, and 2) the wage stop. The most Important 
difference between the United States and the British statutory definitions 
of "able-bodied" lies in the treatment of female heads of households car- 
ing for children, or what the British call unsupported mothers. There is 
no legal obligation for an unsupported mother to seek work- '^^•^ Is en- 
titled to support frnm thr ««tatc at SB levels, although this does not 
remove the legal liabilities of husbands, fathers, or co-habltlng males 
for her maintenance or the maintenance of the children. The work test is 
not applied, at least by statute, to unsupported mothers, regardless of 
whether they are "able" to work and earn at least the equivalent of the 
benefit. ^ 

Households where an able-bodies male head is incapable of earn- 
ing the social minimum Income on the labor market are not entitled to re- 
ceive it from SB. This is the qualification to the notion of a social 
minimum that is introduced by the wage stop. It appears to condemn a 
portion of the lowest paid population to perpetual sub-poverty — 
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sub-poverty because the SB benefit itself is considered to be a kind of 
poverty line — in order to maintain a vork incentive. 

INTERRELATIONSHIPS: NATIONAI. INSURANCE AND SUPPLEMENTARY BENEFITS 

As we have seen above^ insurance and assistance are not two sep- 
arate Incon^ nsaintenance devices with separate clienteles and separate 
functions. They are sub-systems that interact with each other* The re- 
sult of the interaction has been to change the role of assistance from thv 
simple one of the "net below the safety net" into a sub<-system of the 
larger income maintenance system* In the larger system, assistance serves 
as a supplement to and as a substitute for the other public income transfer 
schemes* as well as for the incon^ distribution that is carried out through 
the private sector* It is merely one of a variety of public measures that 
substitute and supplement (as the case may be) private Income t and which 
serve not only to redistribute income in general* but also to shift the 
burden of income transfers from relatives (and friends) to the taxpayers 
at large* Public income transfers* where applicable* are a substitute 
for private ones* although private transfers continue to play a role of 
unknown dimension as licit and illicit supplements to public transfers. 
The particular mix of income transfer components that are available to any 
particular claimant* and the level of support it offers* is much more a 
matter of circumstance than whether the benefit has been "earned" (and is 
thus "deserved") by the claimant . 

This can he seen TO>re clearly if we look at income maintenance by 
function rather than by program* and since this work concerns the able-bod It rf* 
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the example mlRht just as well be tlrawrt from unemployment. Ostensibly, 
the major program in aid of the unemployed is the national insurance 
system's Unemployment Benefit (UR) . It covers workers who have paid the 
full flat and graduated contribution for at least six months, and vho are 
out of work and looking for work. The benefit lasts for a year at the 
flat rate, but the earnings related supplement runs out after six months. 
Take a household consisting of working husband earning £30 per week, non- 
working wife, and two children, paying £6 in rent. Assume that the com- 
bined value of savings and redundancy payments is no greater than £325, 
which might easily be the case for someone who has been working for less 
than ten years on a job. Unemployment Benefit t including earnings-related 
supplement, will be in the neighborhood of £22 per week; add about £3 to 
this for rent rebate and FAM, and his benefit will amount to about £25, 
of which £7 will have been the earnings-related supplement. If unemploy- 
ment persists for more than six months, the £7 supplemert ceases. However, 
this brings the family below the minimum for Supplementary Benefits which, 
in this case, would be about £21 (including FAM and rent rebate). Since 
the family is entitled to claim SB, the loss in Income is closer to £4 
than to £7. This is the true size of the earnings-related supplement in 
the above case, the rest being a taxation and bookkeeping device. 

From the point of view of the family's financial welfare, the 
change in the administrative mix of income transfer programs is less sig- 
nificant than the fluctuations in family income that the changes entail. 
In the first six months of the spell of unemployment, the components of 
the public income transfers to this family would consist of UB, both flat 
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rate and supplemented, plus FA.M for the second child, plus rent rebate. 
In the second six months, the mix changes somewhat, as part of UB drops 
out and is replaced, in part, by payments from SB. Should the unemploy- 
ment continue past twelve months, the rest of the UB drops out and is re- 

9 

placed by SB, calculated net of FAM and the rent rebate. 

Just to spell out this nir of benefits, and the changes in the 
mix that can occur is to underscore the proposition that assistance (SB) 
is merely one of a set of benefits rather than a separate program. Hence, 
SB in Britain has passed the point where it is residual, except in the 
administrative sense. It follows that the 1966 legislation in wliich 
assistance was renamed and destigmatized was less a reform than a confirm- 
ation of what was already true in practice. 

In the U.S., by contrast, the assistance and insurance systems 
remain separate with respect to unemployment. Receipt of unemployment 
benefits generally precludes receipt of public assistance. The eligibility 
focus that is placed on female household heads in the U.S. means that the 
role of assistance as an unemployment benefit is far more Indirect than it 
is in Britain. The response of public assistance expenditure to unemploy- 
ment is difficult to measure in the U.S. In Britain, the relationship is 
pretty clear, as can be seen in Table 3-1. 

Since the eligibility focus in Britain is the householder, the 
function of assistance (SB) is to ensure that the unemployed claimant re- 

* 

celved the social minimum level of benefits which is represented by the SB 
scale rate (basic benefit level) plus rent. If the Unemployment Benefit 
pays at least this much, tnen SB is not involved. If UB falls short of it. 
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Table 3-1 

Unernployment and Supplementary Benefit Claims 



No. of Unemployed SB Claimni:t 

No. of Unemploy- [in OOOal 

T, ment Claimants With Unemploy- Without Unentplt v - 



Year 


Unemployment 


[In 000s 1 


ment Benefit 


nent Benefit 


1961 


1.5 




209 


45 


86 


1962 


2.0 




281 


89 


113 


1963 


2.5 




390 


62 


123 


1964 


1.6 




220 


38 


93 


1965 


1.4 




168 


34 


78 


1966 


1.5 




208 


77 


102 

^ Wfc 


1967 


2.4 




361 


86 


138 


1968 


2.4 




331 


73 


147 


1969 


2.4 




309 


71 


157 


1970 


2.6 




327 


73 


166 


1971 


3.6 




438 


129 


258 


Source: 


Central 


Statistical Office, 


Annual Abstract of 


Statistics. 1972. 




London : 


HMSO, 


1972. 
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then SB makes up the dif ft-rcnct?. If the unemployed worker is not eligibK" 
for UB. then SB carries the entire burden. The latter case would include 
new entrants into the full time labor market, including children aged 
sixteen even if living at home, re-entrants, and persons moving from self- 
enployment to unemployment. Wives are not householders, and are eligible 
only for UB. and then only if they had opted to pay the full contribution. 

The condition for receiving the Supplementary Benefit is avail- 
ability for work if the claimant is able-bodied and not ap unsuj ported 
mother. Availability is evidenced, at mlniD.uB, by registration at the 
Employment Service. As a practical matter, the pressure to get a job is 
applied with differing intensities to different categories of people. 
For example, middle aged widows will be exempted if they have no work ex- 
perience, and registration Is only a formality for older men who are among 
the long term unemployed. 

The role of SB for unemployment illustrates the shift in the re- 
spective roles of assistance and insurance in the British social security 
system. The last moved quite a distance from the Beveridge concept of 
Income maintenance . a concept that was far more conservative than the 
present system. Of the various conflicting goals that the Beveridge Plan 
tried to encompass, the goal of a social minimum income, subject to a work 
requirement, overrode all the others. The work test Is satisfied by 
efforts to find work on the labor market, a condition that will be dis- 
cussed in the chapter that follows. 

Supplementary Benefits emerged not so much as the ultimate 
residual benefit but as a substitute for and supplement to National 
Insurance benefits. The latter are themselves substitutes and supplemonL:. 
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to private savings and private transfer payments « including intrafamily 
transfers and loans. Insurance benefits do not directly interfere with 
savings and private transfers^ since the social insurance notion excludes 
the use of the means test. Nevertheless^ the presence of National Insur- 
ance reduces the need for intrafamily transfers and thus reenforces the 
decomposition of the extended family. Similarly^ NX reduces the need to 
save for various contingencies. Since the principal financing iMchanlsm 
for the system is a payroll tax, the ability to make transfers or accu- 
mulate savings is also diminished on the assun^tion that the Incidence 
of payroll taxes falls on wrkers^ regardless of where tax is collected. 
All this, of course, reflects the BismarcklAn proposition that socializa- 
tion of savings and insurance against certain contingencies is a course 
of action that advances the general welfare and political stability of the 
community. 

Hardly anyone quarrels with the need for social insurance^ al- 
though there may be disputes both over Its extent and its use — or lack 
of use — as a device for vertical redistribution of incon^* However, 
the coexistence of SB and NI in the roles described above, creates a 
number of problems: 

1. If NI benefits are to be "preferable" to SB, they must pay 
substantially more in money income. 

2. If money benefits from NI, Nl/SB, and SB are not substantially 
different In magnitude, then the utility (satisfaction) from each £ of SB 
must somehow be less than the utility of a £ of NI if the preferable status 
of the latter is to be maintained* This implies a function for stigma, 
harassment, and the other unpleasan tries usually associated with public 
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assistance. The function Is to affect the behavior of potential 
claimants, but it will also affect the behavior of those who administer 
the two systems. The very process of administration of a means-tested 
benefit will reenforce this attitude araong both claimants and adminis- 
trators.^^ 

3. A reduction in stigma and associated unpleasantness may be 
desirable both for humane and for political reasons (given the wide role 
of SB). However, a consequence of such reduction will be the growth of 
Incentive to claimants to avoid the NI system, and to choose SB to the 
extent that this may be possible at the margin. High contribution rates 
for NI also provide this incentive. Avoidance can take lawful or unlaw- 
ful forms. 

For example, married women ^o are etaployed may pay NI taxes at 
a lower rate and receive less coverage, i.e. the lower rate does not en- 
title them to unemployii«nt benefits under NI.^^ Hence, the choice of 
coverage for a "rational" married worklr.g woman requires her to predict 
the probability and length of unemployment for herself or her husband, 
not to mention predicting the stability of her marriage. 

To give another exau^le, there may be an advantage to a worker 

to be "self-employed," not only for reasons of Income tax advantages 

(Including the possibility of greater tax evasion), but also in order 

12 

to pay a lower National Insurance contribution. If the benefit la 
going to be pretty much the same, which would be the case In the lower- 
than-average wage brackets, then it makes sense to choose the cheapest 
option. In some lines of work, the option of choosing between employed 
and self-employed labor is available. The most notorious example Is the 
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conatructlon trades, where the growing number of "self-employed" laborers, 
(i.e. they are independent contractors) is called "lump labor". Con- 
struction is a low-wage trade in Britain. Accordingly, many workers who 
need to claim unemployment or pension benefits will get the SB rate re- 
gardless of their contributions to NI.^^ Payiaent of the NI contribution 
at the full rate would be economically Irrational for such workers. 

Family Income Supplement and Supplementary Benefits 

The two types of payments, FIS and SB, are mutually exclusive. 
Accordingly, one would not expect a direct interaction between the two. 
However, as is often the case in social welfare programs, the existence 
of one benefit affects behavior with respect to the other. 

FIS vas legislated in 1971 as a form of wage supplementation for 
low paid working families with at least one child. There is a "prescribed 
amount" of income for each family by the number of children. Income con- 
sists of all earnings, except those of children, plus family allowances. 
The prescribed amount corresponds roughly to a poverty line. Families 
with incomes below the prescribed amount are entitled to a supplement of 
half the amount by which family income falls below the prescribed amount, 
up to a maximum of £5. 

The benefit, as described above, gives the appearance of a 
special negative tax system with a negative tax rate of 50f . An Important 
reason for the enactment of negative tax systems is to enhance the incen- 
tive to seek work in the labor market, that la, to make earned income 
financially preferable to welfare Income. This was the prime motivation 
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of the Family Assistance Plan legislation, at least according to 
President Nixon. The negative tax aspects of FAP were supposed to turn 
welfare into "workfare" by raising the Incomes of the working poor (in 
families) relative to the incomes of families subsisting entirely on 
welfare. This was to solve the problem of the welfare mess. 

Like a number of other observers, I had viewed FIS in this light 
before coming to Britain. The British,^^ however, found this attitude 
puzzling. The principal purpose of the legislation, in British eyes, was 
to help families who were in poverty despite the fact that the head of the 
family engaged in full time ►.•^rk. FIS was an alternative to a sharp in- 
crease in the size of Family Allowances and the extension of FAM to 
families with one child. Indeed, the target population was poor children. 
Where such children had non-working parents. SB brought them up to the 
poverty line. But FAM, paying 90 pence per week for the second child, and 
£1 for each subsequent child came nowhere near fUling the poverty gap. 

Expansion of FAM would have involved a substantial transfer cost, 
which was why it was favored by the British left and by those who prefer 
universal benefits for their absence of stigma and administrative dis- 
cretion. A 1968 increase in FAM had been financed, in part, by "claw-back," 
i.e. by adjusting income taxes so as to recapture the benefits from tax- 
payers whose incomes were great enough to place them into the "standard 
rate" bracket (which was then 32%). However, by 1971, a combination of 
inflation and tax reform had raised large numbers of low income wage 
earners above the tax threshhold. paying a standard rate of 30% (plus NI 
contribution), which was also the lowest marginal tax rate. But these 



ERIC 



76 



62 



same low income families were the target for proposed benefits. Accord- 
ingly, there was no scope left for the use of claw-back to concentrate 

16 

the benefits on the target population. 

What became clear, once I was in Britain, was that the function 
of the negative tax in FIS, (plus the absolute limit on the size of the 
benefit) was to concentrate the benefits on the desired target as pre- 
cisely and economically as possible. As a result, FIS became a program 
of modest size, with 85,000 claimants by the Fall of 1972. Of these, 53% 
received benefits of less than 12 per week, and 75% received less than 
£3 per week.'"' Furthermore, much of the discussion about work incentives 
centered around the disincentive effect of an iaq>licit marginal tax rate 
of 50%, especially when added to the tax rates implicit in the other 
benefits available to this population. FIS, by serving as a "passport" 
to other benefits, presumably encourages the take-up of additional benefits 
and therefore implies an implicit tax rate of well over 50% for its 

beneficiaries. This phenomenon is called the poverty trap because the 

18 

high "tax" on additional earnings keeps the worker in poverty. Suffice 
it to say, FIS was not primarily intended to provide work incentives for 
an otherwise work-shy population. Although the discussions In the House 
of Cotmnons on the bill paid lip service to the work ethic, it did not 
seem to be nnich of a genuine issue. 

In British eyes, FIS marked a radical departure from previous 
welfare policy in that cash benefits became available to working people 
for the first time since the demise of the Speenhamland system in the 
early I9th century. The Poor Law raform of 1834 liad nade work and wel- 
fare mutually exclusive, except inside the workhouse, and the tradition 
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persisted into the twentieth century. Rather more to-do than necessary 
was made of this in Britain, considering that the in-kind benefits al- 
ready available to this population are a substitute for cash and would 
affect behavior in a manner very similar to cash benefits. However, the 
relative attractiveness of SB to low wage workers must have been on the 
minds of the FIS planners. Strictly speaking, the incentive to move 
from low paid work to SB should be blunted by the wage stop, which would 
keep SB benefits from being greater than wage earnings. Thus, there 
should be no interaction between FIS and SB, since if the rules of wage 
stop are enforced, the former is not really necessary to protect the 
latter fiom economically rational but low paid workers whose benefits on 
SB would exceed their wages. 

Wage stop is not applied to female heads of households, and pre- 
sumably SB is preferable to low wage work to this population, even with- 
out considering the cost of child care. The advent rf FIS has altered 
this calculation at the margin. For example, an unsupported mother with 
two children, aged six and nine, would receive £11.65 plus rent from SB. 
If she worked at least thirty hours per week and earned, say, £14.00, 
she would receive 90 pence from FAM and £4.80 from FIS. Thus, she was 
better off at work to the extent that her rent and work expenses were less 
than £8.00 per week.^^ 

Not surprisingly, some unsupported mothers have taken advantage 
of FIS. There are no data that would show the shift, If any, from SB to 
FIS. However, no less than 38% of FIS claimants are one-parent famUies 
headed by a woman. The distribution of such families, by family size 
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benefit, and earnings is given in Table 3-2. As would be expected, the 
largest proportion (69%) consists of families with one child, since the 
earnings ability relative to the cost of child care falls off sharply 
after the first child. Still, about 20% of the claimants have two 
children, which implies earnings (net of FAM) ranging from £11.70 to 
£20.70, which are on the low side when one considers that at least thirty 

hours a week of work are Involved* 

Much of the controversy over FIS in Britain has hinged on the 
relatively low rate of take-up. The 85,000 claimants at the end of 1972 
represent only slxt^ per cent of an estimated target population of 
140,000.^^ This raises some wondermant aborc a program that has trouble 
giving away money. To the American reader, however, the disproportionate 
use of FIS by unsupported mothers suggests that there is scope for a wage 
supplement in aid of single mothers who prefer to work. On the American 
scene, some of this done by the provisions of AFDC that enable the re- 
cipient to keep 33% of earnings above $30 per month, with disregard for 
work-related expenses. However, there is an ioportant difference between 
the two programs that must be noted. The British program is more universal; 
application can be made by filing a form at the nearest post office, and 
eligibility is established by proof of employment, earnings, and family 
status. The American program focuses on the woman who is unemployed at 
the time of application, and thus discriminates against the woman who 
expresses her desire and ability to work simply by working. 

Family Income Supplement interacts with Supplementary Benefits 
in yet another manner, and that is in connection with wage stop. It will 
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Table 3-2 



Mothers With Dependent Chtldren RecetvlnR Fami l y Income Supplement. October 1972 



t 

iTi 



So. of 
Children 



All 
Ho. 



All farailies 

1 child 

2 children 

3 children 

4 children 

5 children 

6 children or 

more 



523 

562 

656*. 

2521 
6fl7 
2^- 
142 



Under F. 1 



Weekly Amount of FIS Payment 

' TV 



Anoimts 



:f.0.0 

20.2 
7.1 
2.1 
0.8 
0.4 



F.St 



No. 



Karnings 



4019 100.0 



2672 
960 
245 
120 
16 
5 



66.5 
23.9 
6.1 



n.a. 

20.00 
21.60 
23.10 



3.0 24.60 
0.4 27.60 
0.1 n.a. 



1.90 



f2 - 2.90 



No. 



t 



Est. 

Earnings 



7935 100.0 



5519 
1680 
491 
153 
71 
22 



69.6 
21.2 
6.1 
1.9 
1.0 
0.3 



n.a. 

18.00 
19.60 
21.10 
22.60 
25.60 
n.a. 



So. 



Est." 
Harnings 



7755 100.0 n.a. 

5459 70.4 16.00 

1620 20.1 17.60 

502 6.5 19.10 

125 1.6 20.60 

16 0.2 23.60 

33 0.4 n.a. 



No. 



^Including Family Mlowance in cases of 2 or more children. 

source: Department of Health and Social Security, unpublished ^^-^niefnori^S eltiSSuilor 

benefit formula to the mid-point of the earning range. This method 'J"" P^™" estiaates tor 
catepory of 6 or tsiore children. Percentages may not add to 100 because of rounding. 
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BEST COPY AVAiUBLE 



£2 ' :*90 



3.90 



5459 
1620 
502 
1.^5 
1ft 
33 



to, ^ \ 

7755 n..i. 



17. bO 
19. IG 
20.^0 
23.60 
n« .1. 



4'^ 



18.5 
i 

1.9 

0.8 
0.7 



17.10 
18.60 

n.a. 





i4 - 4.90 






t5 




No. 




Est." 
Earnings 


No. 


X 


Est." 
EamlnBS 


3828 


100.0 


n.a. 


2547 


100. 0 


n.a. 


26J2 


68. ft 


12.00 


1789 


70.2 


11.00 


6B2 


17.8 


13.60 


436 


24.4 


12.60 


344 


9.0 


15.10 


207 


8.1 


14.10 


109 


2.8 


16.60 


55 


2.2 


15.60 


49 


1.3 


19.60 


44 


1.7 


18.60 


22 


0.6 


n.a. 


16 


0.6 


n.a. 



nRs ^stiwteisi .tn- derived by applying the 
not pennit e&timates f.>r the opk^n-ended 
of rounding. 
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be recalled that the purpose of wage stop Is to limit benefits under SB 
to the claimant's wage alternatives where the latter are smaller than the 
scale rate (i.e.^ basic rate). In computing the alternative Income avail- 
able to the claimant on the labor market , his FIS entitlement Is taken 
into account and treated as if It were wages. The result has been to raise 
the benefits of claimants subject to wage scop, and to eliminate the wage 
atop altogether for much of the previously wage stopped SB population. 

Redundancy Benefits 

Redundancy Benefits (RB) arc paid as a limp sum to workers who 
are severed from employment for economic reasons. They apparently combine 
the concept that workers have a property right In jobs faithfully performed , 
with the function of aiding workers during the transition toward other jobs 
or toward retirement. The latter function Is also performed by National 
Insurance and Supplementary Benefits for unemployed workers » so that this 
benefit joins the array of benefits available to certain of the unemployed. 
There is no direct interaction with NI^ in that both benefits are of the 
social Insurance type* and are additive. Being unemployed Is not a condi- 
tion for receiving RBt since the award will be made regardless of whether 
the claimant has another job lined up or» for that matterp wishes to wlth- 
drav from the labor force* There may be an Indirect Interaction^ in that 
RB may enable workers to prolong their job search, remain unemployed longer 
and therefore draw rK>re In CJnemployment Benefits from NT. 

The relationship to SB is similar^ except that Redundancy Benefits 
are partially a substitute for SB. This Is because RB Is treated as part 
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of the family's resources in calculating eligibility and the level of 
benefits. Under the British system, the presence of assets does not 
disqualify claimants from receiving SB. Capital below the value of 
£325 is disregarded entirely. Above that amount, weekly benefits are 
reduced by 5p weekly for every £25 up to £800, where the implicit tax 
rises to 12-l/2p per £25. Furthermore, the value of an owner occupied 
housp is disregarded."^^ Since most RB payments are below £325 (the aver- 
age is I' 200) no substitution takes place in these cases. As with NI, any 
interaction is indirect in that it may prolong the claimant's willingness 
to remain unemployed. 

Training Allowances 

The British manpower training program, known as the Training 
Opportunities Scheme (TOPS) provides cash allowances for workers who are 
enrolled in the training program. The program itself will be described 
in a subsequent chapter. It is useful at this point, however, to look at 
the level of allowances as compared to RB and NI. Although training 
allowances are not commonly thought to be a form of social security, they 
serve an income maintenance function for persons who might otherwise be 
unemployed. Indeed, some unemployed persons who might have the opportunity 
to enroll in TOPS might have to consider the opportunity costs involved, 
since training allowances are not uniformly higher than SB, which might 
be an available alternative. 

To the extent that training allowances and SB are mutually ex- 
clusive, they do not interact directly. The same is true of training 
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allowances and unempioywent benefits under NI. As with other alterna- 
tives, the presence of one may affect behavior with respect to the other. 
The incentive to "choose" one or the other is limited, of course, by ad- 
ministration of the relevM.t rules governing eligibility and by the limited 
number of places -available In the training program. 

It instructive to examine the benefit levels of the three 
programs, and this is done in Tabl^» 3-3. The benefits under training 
allowances and MI include Family Allowances where two or more children 
are involved, so as to facilitate comparison with SB. Earnings-related 
» .nefits have been excluded because persons whose unemployment benefit is 
primarily SB will have exiiausted their eligibility for such benefits. The 
reader is reminded, however, that the training allowances and NI benefits 
in Table 3-3 understate the actual benefits for workers who in recent 
previous employment were earning over £9 per week. 

SB is cited at the scale rate, i.e. without rent. Since the 

benefit varie:: both with family size and age of children, I have simplified 

the table by assuming that all children are either under five years old or, 

22 

at the other extreme, between the ages of thirteen and fifteen. This 
establli'ti.-- -fi*"- range of the scale rate. 

;;ie columns headed "Equaliaing Rent" show the difference between 
the Tra . ing Allowance and the scale rate. Thus, the cash benefit under 
the Trai ng Allowance is equal to or greater than SB when the rent (or 
housing cc St) is equal to or less than the equalizing rent factor. It Is 
assumed, thit all families collect t^le relevant rent rebates and allowances. 
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Training Allowances are greater than NT unemployment benefits — 

even for women. (women are entitled to lower Training Allowances than men). 

This was a deliberate policy co encourage unemployed persons to take up 

training. A spokesman for the Department of Employment pointed out to me 

that Training Allowances were also greater than the SB scale rate, and 

said that this too was a deliberate policy to encourage training. However, 

the comparison between the latter two types of benefits is not so simple, 

23 

because of the roles played by age of children and level of rent. 

Training Allowances tend to more generous than SB for single 
persons and for very small families who were not likely, in 1972, to be 
paying £4 to £5 in housing costs—at least, outside of London. Presumably, 
this would include unsupported mothers. The younger the children, the 
greater the relative advantage of Training Allowances over SB, since the 
SB scale rate varies with the age of the children. 

The above implies that Training Allowances (relative to SB) favor 
younger workers to the extent th*t workers with young children are likely 
to be younger than those with older children. The age distribution of 
single persons and couples without children is bi-modal. However, since 
many of the workers with fully grown children are likely to be too old 
to be candidates for training, the inclusion of single persons and house- 
holds with two adults does not alter the conclusion that Training Allowances 
are biased toward younger workers. The relative advantage is extremely 
great where one adult can train while the other works. A working spouse 
does not disqualify the family from Training Allowances, but would dis- 
qualify it from SB. 

er|c 86 
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The effect of favoring younger households may be desirable 
from a cost-benefit point of view. Benefits in cost-benefit analysis 
are the present value of the future stream of earnings increments, and 
it is the nature of the formula to assign greater values to younger workers. 
However, if a policy goal is greater employabllity for the long-term 
unemployed, including workers suffering from technological unemployment 

in mid-career, then the relative incentives of Training Allowances and 

25 

SB are behaving perversely. 

A similar perverse effect is occasioned by the variation that 
rent (and other housing costs) induces in the total benefit level of SB, 
and in the relative advantages of Training Allowances to SB. Rents are 
highest in urban centers, and especially high in the London region. But 
employment opportunities are greatest in such places, especially in the 
high rent London area and its conurbations. Thus, the payoff to training 
is greatest here, but the short-run incentive is weakest, and the signal 
sent by the two i>enefits is confusing. 

Arguably, a comparison of SB and Training Allowances is mis- 
leading in that training Involves long term expectations. Thus, even 
though SB benefits exceed Training Allowances for any given family, the 
difference constitutes part of the family's investment in the trainee's 
stock of human capital. There is nothing unusual about foregoing present 
consumption for the future, and it is certainly done by trainees who en- 
roll directly from other Jobs or who have wage alternatives that exceed 

the Training Allowance. In 1971, some 40% of applicants to Government 

26 

Training Centres were employed at the time of application, and these took 
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a reduction In income In order to engage In training. However, unefflployed 

parents in their middle years who have achool-aged children, have less of 

an economic margin for investMnt than younger couples, especially if their 

27 

housing costs are high. 

The direction cf financial incentives appears to be consonant 
with other relevant policies, although the consonance may be unintentional. 
At the operative level, training programs tend to discriminate against 
older persons and the long-term unemployed. Older persons are said to have 
more problems, to be harder to work with, and to require more help. 
Managers of training facilities measure their success by graduates and 
placements, so that the older men present greater risk of failure not only 
to themselves but to the trainers* success indicia. 

Consonance also exists with FIS, which has made Job-holding 
relatively more advantageous for unsupported mothers. The relative bene- 
fits of Training Allowances to SB for a woman with one child lie in the 
same direction. Data are not available on the extent to which such women 
are -.n training, or the training opportunities that exist for them. 
However, the planned expansion of TOPS includep an expansion of training 
opportunities for women, and this will incidentally pick up some of the 
mothers. 

When income maintenance programs are viewed as a let, their 
benefits are seen to constitute a structure of incentives and disincentives 
that affect labor market behavior. This structure is not necessarily con- 
sonant with the set of explicit goals that are intended by the various 
programs. As American readers know, the less generous American structure 
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suffers from a similar kind of program irrationality stemming from the 
interaction of apparently separate programs. 

The behavior or potential claimants is affected not only by 
incentives^ but also by sanctions. And ^t is to these that we now must 
turn. 
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y*OrV< TO C!L\PTER TTIRF.F. 

1. J. F. Sleeman, The Welfare State; Its Alms. Benefits and Costs 
(London: George Allen & Unwin, 1973). pp. 33-36. 

2. Social Insurance and Allied Services .Ctnnd . 6404 (London: KMSO, 1942). 

3. Excluding double counting by subtracting from the total of all NI 
claltnants those claimants whose benefits are suppler»ented by SB. The 
data are for 1971. 

4. See John Walley, Social Security: Another British Failure (London: 
Charles Knight & Co., 1972), especially pp. 66-129. Sir John was a 
senior civil servant who played a key role in the development of the 
post-war British national insurance system. 

5. The purpose of this constraint, like wage stop, is to maintain the 
incentive to work. 

6. Note that the stif?ma-laden term "assistance" did not quite disappear 

7. However, complaints ate heard that administrative officers occasionally 
cry to pressure claimants into getting work. See Dennis Marsden, 
Mothers Alone: Poverty and the Fatherlesa Family (London: Allen Lane, 

The Penguin Press, 1969), pp. 182-186. 
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6. Piore makes the point with respect to public assistance, but it 
applies to all public income transfer devices. See Michael J. Piore, 
"Notes on Welfare Reform and the Design of Income Maintenance Systems," 
prepared for the Secretary's Committee on Work ^n America (Department 
of Health, Education and Welfare, June 14, 1972) Unpublished xerox copy, 
p. 2. 

9. The rent rebate or allowance would, by ther., have risen to the highest 
rate available to the family with curtailed Income, but the rise would not 
affect the family* s net Income since SB is calculated net of the rent 
allowance. Again, we see that the benefit, in this case, is a bookkeeping 
device. 

10. For a view of the ambivalent attitudes of administrators, see Michael 
J. Hill, "The Exercise of Discretion in the National Assistance Board" 
(London: Royal Institute of Public Administration, 1969), pp. 86-87 (re- 
printed from the Spring, 1969 issue of Public Adminiatr i.on) . A broader 
discussion of stigrac is found in Olive Stevenson, Claimant o r Client 
(London! George Allen & Unwin, 1973), pp. 13-37. 

11. Payment of the full tax, i.e. flat rate plus graduated contribution 
entitles a married woman to considerably lower benefits than would be 
available to a man or a single woman. 

12. There are three classes of contributions: Class 1-employees; Class 2- 
self -employed; and Class 3-non-employed persons. 
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13. The )olnt Is stressed by Walley, Social Security. . . . pp. 131-134. 



14. D . P. Moynihan notes the similarity between FAP and FIB. See his 
Pol It lea of a Guaranteed Income (New York: Random House » 1973), p. 5. 

15. "The British" here pertains to my conversations with leading British 
academics, social workers, and civil servants who were concerned with the 
enactment and administration of FIS. 

16. For an excellent summary of this argument, see Martin Rein, "Work 
Incentives and Welfare Reform" in B. Stein and S. M. Miller, Incentives 
and Planning in Social Policy (Chicago: Aldine, 1973), pp. 170-173. 

17. Data for the proportions come from unpublished statistics provided 

by the Department of Health and Social Security and are for October, 1972. The 
1972 Annual Report of the Department of Health and Social Security (London: 
HMSO, 1973) gives the number of claimants as 84,000 at the end of 1972. 

18. Bruno Stein, "Tax Credits: Poverty Trap", The S-^ectaf:or (September 
8, 1973), pp. 322-323. 

19. See "For Your Client's Benefit," Social Work VIII . 1 (April 5, 1973), 
p. 7. 

20. This is a rough estimate made for September 1971 and Is said to repre- 
sent the single best available figure from a range of 110,000 to 170,000. 
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See John Stacpoole, "Running FIS," New Society (January 13, 1972), p. 65. 



21. Department of Health & Social Security, Supplementary Benefits 
Handbook (rev. ed.) Supplementary Benefits Conmission, SBA Paper No. 2 
(London: HMSO, 1972), pp. 12-14. 

22. At the time of the study, fifteen was school-leaving age In Britain. 

23. A number of the persons I interviewed In the Department of Employment 
believed that Training Allowances were "greater" than SB in order to pro- 
vide an incentive to train. This indicates a policy perception contrary 
to facts, a condition that is as common in the U.S. as it is in Britain. 

24. Appiaximately 80% of applicants for Government Training Centers in 
1971 were below age forty. Unpublished data from the Queen Mary College 
Survey of Government Training Centres, courtesy of Mr. Adrian Zidermen. 

25. Except to the extent that they are modified by wage stop which would 
reduce the level of SB for unskilled labor. 

26. Queen Mary College Survey. 

27. The QMC Survey shows that the ratio of unenq>loyed to employed appli- 
cants at Government Training Centres was 2:1 in the North and Northwest 
regions, and 1:1 in London. Ibid. 
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CHAPTER FOUR 



THE CONTRDt PROCEDURES 



PUSHES AND PULLS 

The devices that encourage or compel labor market activity by 
public assistance claluiants may be divided into pushes and pulls. Pushes, 
in general, are rules and practices that make the claimant worse off by 
not working. Wbrse off, however, includes not only practices Chat punish 
economically, but also those that include other pressures. Pulls, on the 
other hand, are policies that make the claimant better off in an incentive 
sense. Although the latter have become more Important In recent years, 
especially since the development of negative income tax ideas, the pushes 
remain an important aspect of public assistance labor market policy. Indeed, 
when benefits are high relative to the claimants* realistic alternatives in 
the labor market, then the reliance on pushes will be great, since economic 
Incentives become costly in terms of public funds. 

Benefits that encourage work and training are Family Income Supple- 
ments (which were previously discussed) and the Training Opportunities 
Scheme with its training allowances which will be covered in more detail 
in Chapter 5. In the pages below we shall examine the pushes: control 
procedures that include the four-week rule, periodic review of claims, 
direction to attend a Re-establishment Centre, and prosecution for failure 
to .Jlntaln oneself or dependents. Additionally, the wage stop will be 
discussed although, strictly speaking, it is more of a pull than a push. 
Nevertheless, it functions in a punitive fashion like some of the other 



controls. 
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The Four-Week. Rule 

tn areas where jobs for unskilled men are penerally avallatU- 
(areas so designated by the Department of Employment) , a claimant vho 
is unskilled, single, and under 45 years of age must re-apply for Sup- 
plementary Benefits at the end of four weeks. The period may be sbortt.r .t 
seasonal work is available. The process of re-application involves a 
review of the applicant *s job search activities, and reasons for not ob- 
taining work. The claimant also reports to bis Labor Exchange, operated 
by the Department of Employment, who try to place him, and who make the 
actual SB payment. The operation of the control is summarized In Table 4-i . 

A number of things emerge from Table 4-1. One is chat the actual 
numbers Involved are relatively small In relation to total claims. In 
1971, four-week awards constituted 5% cf all awards, and in 1972 they 
were .05% of 11 awards. The rule, as can be seen, is extremeXy sensitive 
to aggregate unetaployment condlr^ons. What is equally of interest is the 
relatively small number of renewal applications at the end oi four weeks. 
In 1971 these were 10% of all four-week awards; in 1972 they had risen to 
13%, which is still a small flgi'.re. This implies that the rule may be 
successful as a control mechanism, In that it either encourages claimant i< 
to engage in active job search because they know that they will be suhji-ct.- 
to scrutiny at rbe end of four weeks, or that it discourages re-appl icat. u 
from persons who might otherwise be eligible. 
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Table 4-1 



Operation of the Four-Week Rule. 1971 and 1972 



1971 1972 



Total SB claims from unemployed 

persons 1,160,000 2,800,000 

Number of Four-week awards 62,250 14,500 

Number of renewal applications 6,479 1,900 

Renet^ls refused 1,663 323 



Source: For 1971, Department of Health and Social Security, 

Annual Report , 1971 . For 1972, tsnpubllshed data from 
DHSS. 
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However t there may be other explanations for the low rate of 
reappllcation. The labor market for the unskilled will, even during a 
period of high unemployment, provide a fair amount of turnover, so that 
one would expect a certain number of men to have found Jobs by the end 
of the period. Another contributinR factor might be the delay involved 
in getting Unemployment Benefits; these, in many cases, are high enough 
to disqualify claimants from SB once payment on them begins. In terms 
of the ratio of benefits to wage alternatives, unskilled single men do 
not have a powerful Incentive to engage in scrounging, beyond resting 
up a bit between Jobs. The scale rate for a single householder is f6*55 
veekly, plus the addition for net rent; even if rent is calculated gen- 
erously at 15 (the Consaission can disallow "unreasonably high** r'^nts), 
the total is still well below what the labor marker will brings For 
persons living with their parents, the addition for rent is 70 pence; if 
they are young enough, say 19, the £7.20 might be enot gh, for a while, as 
pocket money, and the incentive for staying on SB might be greater than 
is Indicated by the ratio of benefits to wages. The fact of the matter is 
that no one knows. 

(Jhather or not the four-week rule is a funct- onally operative con- 
trol, either directly or through deterrence, it does serve the politically 
important function of helping to satisfy the public that "something is 
being done." This, at least, is the view of one civil servant, whose 
general outlook was not one oi excessive sympathy for claimants. 
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The Process of Review 



Another example of controls which appear to be a mix of help, 
hassle, and threat are the reviews conducted both by local office Un- 
employment Review Officers or staff performing this function, and by the 
regional UROs. Claimants whose cases are reviewed are called in for 
interviews. As a gener£»l proposition, the local officers tend to con- 
centrate on short term claims, and the regional UROs put emphasis on 
longer term claims and on claims that are made with excessive frequency. 

It i9 believed in Britain that the review process succeeds in re- 
ducing the SB caseload. Existing data appear to bear this out, although 
the data are too sparse to provide a firm basis for this conclusion. In 
1972, 73,000 persons were called for special interviews by their local 
office, and 40,000 "went off the books" before or shortly after the inter- 
view. Regional UROs called 40,000 persons, of whom 19,000 went off the 
books before or shortly after. ^ Some of this is normal turnover, and some 
undoubtedly involves "turning the pile," since data do not exist to show 
how many of the men reappear on the rolls. 

A more detailed breakdown is not available for 1972. However, 
unpublished statistics for one month in 1970 show that 15.5% of claimants 
called for interview T^ent off the "E" load (i.e. list of employable 
claimants) before the date of the interview, and another 24.2% went off 
sljortly after one or two interviews. About 10% of those actuaUy inter- 
viewed had their allowances limited or withdrawn. There was considerable 
variation from region to region in this behavior. The relative number of 

cases in which allowances were limited or withdrawn correlates roughly wit' 

. 2 

the level of employment opportunities. 
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The Incervle* process is supposed to be helpful to the claimant 
and the Supplementary Benefit Cotmnission puts great stress on this. At 
the same time, the Unemployment Review Officers^ and others exercising 
a similar function, view as one of their tasks the ridding of the rolls 
of scroungers. Indeei. this view is pervasive enough so that individual 
staff members nay judge the success of their efforts by the number of 
people who leave the **E load^* as a result of their efforts* Local office 
staff are said to have strong views on the subject, and these views may 
be strengthened where staff are paying out benefits to imemployed workers 
that are greater than their own salaries. 

According to the Conanission Itself: 

The Unenq)loyment Review Officer Is operating in an 
area where society's attitudes to the Commission's functions 
are ambivalent. On the one hand^ the Coosnisslon are 
urged to deal firmly with scroungers and layabouts" 
content to "sponge upon tt« State*': on the other it Is 
accused of '^chivvying" and labeling as "work shy'* those 
who are unable to get work, perhaps when uneiq)loyment 
is rising* 3 

Regional Unemployment Review Officers now take a two week course at 
the School of Social Work at the University of Leicester, and there is a 
general trend toward moving UROs along a road toward social work. 

Re-Establ ishment 

The next level of severity in the control procedures is the sug- 
gestion or requirement that the claimant attend a Re-establishment 
Centre. More will be said of these in the chapter that follows since 
they have an Interesting but unused potential for retraining. The Centrcr,. 
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which are operated by DHSS under Section 34 of the 1966 Act are the 
lineal descendents of the workhouse. Long term unemployed men but 
never women may be referred to them for the purpose of helping them 
**back into the habit and routine of a normal working life, for which 
they have become unfitted/' There la scmiethlng qu&.'nt about the wording 
of this .ext; alternatively. It conjures up visions of a 2l8t century 
camp where layabouts are reprogranrord into hard-^working proles. In fart^ 
as we shall see in another context , the Centres are an ali^st forgotten 
activity. They deal, in all, with about 2,0OC men per year.^ Although 
only about 2% of the men are there under the explicit threat that their 
allowances would otherwise be reduced, it is widely believed that many 
of those ^rho attend on a voluntary basis do so for essentially the same 
reason. The Centres should not be confused with Reception Centres, which 
are operated by DHSS for homeless men^ The confusion is often made In 
Britain, even by officials of the Supplerontfry Benefits Commission (in- 
cluding one member) who were interviewed by the writer; the confusion 
is understandable when one learns that a number of these are run jointly. 

With respect to the control procedures discussed so far, the under- 
lying sanction has been reduction or suspension of the Supplementary 
Allowance. It should further be noted that most of the persons in 
question were also subject^ to administrative pressure to find a job 
through their contact with the Department of Eftployment^s Labour Exchanges* 
Unemployed SB claimants must register for work (unless they fall into the 
exempt categories of unsupported i»3thers, late middle aged widows, &c.) along 
with claimants for Unemployrient Benefits under National Insurance* This 
means that refusal to take a suitable job and similar malingering behavior 
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cooes under the scrutiny of the staff of the Employment Exchange. 
For e»st claioants. It also neans queuing up weekly, a prccess which 
may keep them from accepting their unemployed status as pern»nent. 
Legally, the proces ' of reducing or withholding allowances is likely to 
require soiae certification by the Employment Exchange that the claimant 
Is shirking possible work, under circumstances similar to those that would 
threaten his eligibility for National Insurance Unemployment Benefits. 
The usual penalty is a reduction of benefit by A0% of the single house- 
holder scale, for a n^ximuo of six weeks. This amounts to £2.60 per 
week, or about 101 of the benefit that a married twuaeholder with two 
children, paying £5 rent, would r*5ceive. Benefit can be refused under 
some circumstances, but only for tJ» individual, and not for his depend- 
ents (except a "fit" wife without children). In effect, this amounts to 
a 31% reduction in benefits for a family like the one above* 

Failure to Maintain 

The ultimate sanction is prosecution for "persistent failure or 

neglect to maintain himself or any other person he is liable to maintain." 

The number of men who are actually prosecuted is a miniscule percentage 

of the caseload of long term unemployed men (never women), and it has 

declined in recent years. In 1971, 85 men were considered for prosecution, 

of whom 64 were actually prosecuted; only one man was acquitted (case 

dls-niaaed) and only 11 men actually served jail sentences.^ The number 

a 

prosecuted dropped to 17 during 1972 because the Department of Health 
and Social Security did not have the staff time available to do a proper 
job. Since the Department's record of convictions is 99% (404 cut of 409 
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in the period 1968>71), it is clear that some care is taken in the 
preparation of each case. 

One is tempted to wonder who the sacrificial victims are, and how 
they are selected. Olive Stevenson suggests that soira of the ran who 
are prosecuted are "the least adequate of a group who evade work*"^ 
In view of the fact that the British system is very oriented toward 
considering the welfare of the clieit and his family, and very under- 
standing of personality problems, family problems, illness, a long 
number of etceteras, the visitor is inclined to agree that «iyo^.'- with 
a minimal amount of wit can escape prosecution. But the logic '>f the 
system den^ds prosecution, sinco cutting off family benefits is not an 
available alternative. Presumably, Mme level of prosecution Is nead«i 
to maintain the credibility of the threat. 

Wage Stop 

In Britain, as In the U.S., the wage that an individual worker can 
command in the labor market is not related to family size. The Family 
Allowance, Family Income Supplement (for low wage workers only) and 
tax relief (similar to exemptions for dependents in the U.S.) do combine 
to Introduce some variability into net family incoa» in accordance with 
family size. This variability, however, is nowhere as great as the 
variability in Income from Supplementary Benetlts. This is because SB 
payments are, in theory, based on need, and need is seen as an increas- 
ing function cf family size, and housing costs. In the low wage sector 
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of the labor narkctt It easily becomes possible that benefits wl]l be 
greater than the relevant wage opportunity. Wage stop is an adraln- 
istrative device applied to those claimants who are required to register 
for work. It limits their benefit so that their income while unemployed 
is not greater than It would be if they were fully employed in their 
normal occupations. 

At first glance, wage stop looks like a version of the old Poor 
Law concept of less eligisility, under which benefits were always 
supposed to be lower than any wage that might be available in the labor 
market. Strictly speaking, less eligibility referred to the lowest ex- 
isting wage, and thus provided a standing incentive to work, since work 
always yielded a greater income. In its heyday, it was a cruel device 
not merely because the lowest existing wage was a very low real wage, 
indeed, but also because it was commonly applied to persons who might 
not, by today's standards, be expected to go to work. Much of the bad 
reputation that it earned in the 19th century stems from the latter 
aspect. Wage stop, however, might be thought of as "no-more-than-equal" 
ell{?,lbility. It only applies to claimants who are required to register 
for work, which is to say that it excludes unsupported mothers from its 
provisions. 

The Supplementary Benefits Cotnnission insists that wage stop is 
not intended to be an incentive to get work. The basis for wage stop 
is equity, the reasoning being that it would be "unfair to the man who 
was working but whose income was less than the supplementary benefit 
level If his counterpart who was unemployed received more in benefits."^ 
If an anomaly is seen, it comes from the situation that either some wage 




-88-^ 



are too low or that son^ benefits are too high. Since the British 
Interpret their SB scale rates as their poverty line, they view wage 
stop as "a harsh reflection of the fact that tt^re are many men in 
work living on Incomes below the Supplementary Benefits standard /'^^ 
The issue of incentive is not so easily disposed of. Wage stop 
may place a man on the point of indifference between work and non-- 
wrk» leaving to the controls the task of overcoming a natural prefer- 
ence for leisure under those circumstances. But it also reduces a 
positive disincentive to work^ albeit at the ethically uncomfortable 
cost of asking such claimants to live at levels below those approved 
by Parliament for others. The difference betwera an incentive and 
a non^ is Incentive is surely one of degree rather than kind* The total 
sort of neutrality that the Commission Imagines wage stop to have 
could be achievable only by extraordinarily brilliant administration, 
which this measure certainly does not enjoy. This is because there is 
considerable judgment involved in estimating what a man^s net earnings 
(after taxes, expenses, &c> might be if he were regularly employed, 
especially in an economy where earnings variations introduced by over- 
time are common. Estimation difficulties are especially great for 
persons who are likely to fall afoul of the wage stop, that is> men 
with a his!.ory of relatively low paid unskxlled work and long spells 
of unemployment. 

As a result of the an»unt of discretion involved in tte applica- 
tion of wage stop, some benefits have undoubtedly been stopped down too 
low, while others have been assessed at levels too high with respect to 
the policy. As a result, wage stop has functioned as an incentive 
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mechanlsm with regard tc persons in the former category. Perhaps this 
was not always unintentional on the part of the civil servants who nake 
the assessment; people who have to exercise Judgownt are huaan and do 
not always leave their policy ideas at hone. &*t the reverse is also 
true: wage stop has undoubtedly also been appl too lightly, or not 
at all, in many cases where official policy would have required it. 
Few people in the British civil service genuinely enjoy playing Scrooge. 

In order to reduce the amount of discretion in the systen, the 
Supplementary Benefits Coimnisslon adopted some reforms in 1967. It 
accepts, as a measure of earnings opporti^r.itles, the collectively bar- 
gained wage set by the National Joint Council for Local Authorities for 

dianual workers employed by local governments. This is used where no 

13 

obviously proper wage can be established, and serves as a minimum. 
Since it tends to be on the high side of the low end of the labor market, 
it weakens the incentive (or non-disincentive) feature of wge stop. 
Generally speaking, it favors people in the lower paid northern regions, 
as against the higher wage southern labor market. As was seen in 
Chapter 3, the Family Incoi^ Supplement has also reduced the impact of 
wage stop. An unintentional incentive feature remains where Inflation 
proceeds faster than either ndjustii«nts In scale rates or the adminis- 
trative reviews of other benefits to which claimants are entitled. 



105 



-90- 



!IOTES TO CHAPTER FOt'R 

1. riH":M i.-l.- .1 d.tta, Dw'partmfnt of Healtii .mm' i ii .' I'-iirlty. 

2. Unpublished data, n<parcment of Ilei'.th and Social Security. 
Also see Report of the Coamittee on Abuae of Social Security Bene fi: 
(Usher Conmltt ^.'.:) Crnnd. 5228 (London; MMSO, March, 1973), pp. 120-* . 

3. Dep-jrtmcut ot Health md Social Security, Training of Staff 
Suppltm^nr.irv rienet'iib Adninlstration Papers No. 3 (Loudon; HMSO, ii- 
pp. 34-35. 

4. Olive Stevenson, Claimant or Client? A Social Worker's View of c l: 
Supplementary Benefit CoBmlssion (London: George Allen & Unwin, 1973) 
pp. 115, 230-232. 

5. Su pplementary Benefits Handbook , p. 

6. According to the Department of Health and Social Security Annu al 
Repor t for 1971, 2066 men attended. See p. 123. The Fisher CommitL. 
Report gives the number as 2126 voluntary, plus A7 "under direction. 
See Report... on Abuse of Social Security Benefits , pp. 116-117. 

7. Ibid., p. 207. 

8. DeparLtnent of IU>alth and social Security, unpuMlshcd statistii . • 



106 



-91- 



9. Stevenson, ClalEunt or Client?, pp. 123-124, 

10. Supplenifc.it. r :' i one f its Hjnd bt)ok , pp. 25-26. ■> 1 t ..-•o Mtnistry 
Social Sectirlty, Administration of the Wage Stop iuppU-uk-ntary Ben 
Administration Paper No. 1 (London: HMSO, 1967 reprinted 1972). 

11. Supplementary Benefits Paper No. I, p. 2. 
J2. See Walley, Social Security.... p. 119. 

13. Supplementary Benefits Handbook , pp. 25-26. 



107 



CHAPTER FIVE 



BRITISH MANPOWER POLICY 

BACKGROUND TO THE POLICY 

In the preceding chapters ^ I have tried to f>how i\u\t itny income 
maintenance policy subsumes a labor market pclfry - or set of polJcitv: 
for Its target population. The policy set can be inferred from bencli: 
levclSi rules of eligibility^ and admlnistraiior As is frequently t I < 
casot inferred policies may differ from official oi ^i^atcd goals. Ti u 
target population that we have been considering here consists of per- 
sons who are "fitt" i*e. potentially employable. Broadly speaking^ 
such persons are also the potential subjects of a nation's manpower 
policy. Income maintenance and manpower policies overlap « in that both 
deal with the labor market performance of their constituents. In the 
pages that follow^ ii^ shall look at the integration - or lack of in- 
tegration - of the two policies In Britain. First, however, it %K11 
be useful to describe the background to British manpower policy and the 
major programs that are of specific relevance to this study. 

The origins of British manpower policy lie in the relatively 
poor performance of the British economy in the late 1950s and early 
1960s, at a time when many other western European nations (including 
non^roembers of the £EC) began their remarkable period of economic 
growth. In Britain, then as now, any boom that might have developed 
had to be aborted quickly because of its rapid trannlation into infla- 
tion and balance of payments problems. The latter wore probably 
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aggravated by the role of sterling as a reserve currency and a con- 
commltant need to "defend" the pound, but the fundamental problem was 
a structural one. Accordingly, the emergence of an active manpower 
pclicy in Britain was in response to a perceived peed for a more 
efficient utilization of human resources. As such, the Industrial 
Training Act of 1964 can be seen as rart of u policy set that Included 
measures 1) to shift employoent from K .»rvice industries to manufacturing 
(Selective Employment Tax), 2) to encourage the movement of firms from 
the crowded soutlieastem region into less developed areas by the use of 
investment grants, tax allowances, employment premiums and similar de- 
vices, and 3) to encourage, but only minimally, the flow of labor from 
areas of surplus to areas of shortage (Rfesettlement and Employment 
Transfer Schemes). The last was very half-hearted, and bears little 
discussion.^ Since some of these programs were expected to "shake-out" 
the labor market, a form of severance pay (Redundancy Benefit) was 
legislated, both to ease the economic impact on disemployed workers and 
to reduce the resistance of unions to the disemployment of less pro- 
ductive labor. 

The Industrial Training Act of 1964 was designed to promote the 
development of formal training programs by employers on an industry 
basis. Thirty Industrial Training Boards (ITBs) were created, with 
representatives from management, unions, educational establishments, 
and government. The ITBs were required tu plan the establishment of 
training facilities in order to meet their industry's assessed man- 
power needs. Fach indus?try could develop its own methods, including 
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formallzed on-the-job training, enployer-sponsorol training programs, 
industry training centers, courses at educational institutions, and 
so forth. ITBs were also empowered to levy a tax on their numbers, 
and to use the funds to make grants in support of the training programs. 
The entire system was somewhat loosely coordinated by a Central Train- 
ing Council in the Ministry of Labour (later called the Department of 
Employment). In addition to the funds generated by the levies, the 
government made grants and loans to the ITBs. This training establish- 
ment was largely preserved in 1973 legislation that reorganised the 
employment and training services, alttwugh some changes in financing 
were made to relieve the cost burden on employers. 

Gary Hansen has noted that the Industrial Training Act was de- 
signed primarily to provide skill training for those who leave school, 
and only secondarily to retrain workers who have been made redundant. 
In both Instances, the intent was to relieve skill shortages rather 
than to cope with unemployment. From their inception, tte Boards re- 
sisted attempts to extend their responsibilities beyond their own in- 
dustries and beyond any policy goal except training to increase 
productivity for their industry. The obligation to maintain full employ- 
ment at the macroeconomlc level rested with government, and so did 
the obligation to provide for the social welfare of the unemployed. 
It was felt that an industry might try to retrain its own redundant 
workers for its own redeployment, but that was, and still is, the 
furthest extent of the role of the ITBs with respect to the unemployed. 

The ITBs were the irost important training facilities to emerge 
in the 19608, and one usually associates Britain's active manpower 
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policy with the Industrial Training Act. As can be seen, however, 
the ITBs are not a vehicle for the retraining of the lorier-tenn 
unemployed workers whom the officials of the Supplementary Benefits 
Commission and the Employment Service are trying to return to the 
labor market. Quite the contrary: workers displaced from their 
employment are obliged to fall out of the industry-based stream .jf 
training; they become, as Santos Mukerjee has put it, "hard luck cases" 
for whom other forms of retraining are not easily available. Thus, 
certain government- sponsored programs to Increase industrial product- 
ivity can generate some long term and permanent unemployiMnt among 
workers, and Supplementary Benefit payments become their means of 
support after National Insurance benefits have been exhausted. Part 
or all of the Redundancy benefits may be retained, as explained in 
a previous chapter, as a sort of consolation prize. 

Government Training Centres 

The British government has operated son« vocational training 
facilities since 1917, when "instructional factories" were established 
to train disabled war veterans. The Government Training Centres (GTCs) 
survived as a minor sort of operation to help the unemployed after 1925. 
With the exception of World War II and the immediate poet-war period, 
the GTCa role was social rather than economic, with a target population 
of ex-servicemen, unemployed, and disabled workers. By 1962 there were 
only thirteen HTCs in operation, with fewer than 2,500 training slots. 
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In 1963, the GTCs became part of Britain's ttctive manpower 
policy. In Che following y^ara, the number of Centres rose to fifty- 
two, with 11,000 training slots. ^ Plans ace now being made to open 
another seventeen GTCs and to bring the total nuaiber of training slots 
up to 30,000.^ The expansion is part of the new Training Opportunities 
Scheme (TOPS) ,^which encompasses expanded adult vocational education 
at Colleges of Further Education, as well as the use of spare training 
capacity in onployers' establishments. 

The training expansion that occurred after 1963 brought with it 
a shift in policy away from the social goal of helping unemployed workers 
and toward the economic goal of furthering economic growth by increasing 
the supply of skilled labor in shortage occupations.® This led to an 
admissions policy at GTCs that favored workers most likely to succeed, 
i.e. younger workers whose education and experience made them most suit- 
able" for training to upgrade skills. In this sense, the GTCs parallelled 
the ITBs' rejection of a social role. Note that both were part of an 
effort to increase productivity, an effort that, if successful, would 
create technological unemployment. Unlike the ITBs, however, the GTCs 
were available to unemployed workers, who always constituted a fair 
proportion of their clientele. 

A survey of GTC trainees conducted in 1968-69 showed that 23.3% 
were not working before entry, and an unspecified proportion were hold- 
ing "fill-in" jobs vhile waiting to enter. ^ Perhaps more to the point, 
29.1% of all trainees indicated that le«»vlng their usual or last Job was 
not entirely their own choice. This group tended to be older (over 43) 
than those who left under their own volition. 
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ftore recent information on the use of GTCs by unemployed workers 
will be forthcoming from a survey of GTC trainees that was carried out 
by Queen Mary College in 1972, at a time when unemployment was higher than 
in 1968-69. Unpublished data from the study show that 55% of the trainees 
in the sample were unemployed at the time of their application to a GTC. 
Twenty-one per cent had no regular employment six to twelve months be- 
fore entry, which means that the earnings related portion of their NI 
benefits had been used up. Of the trainees v^o had regular work six to 
twelve months before entry into the GTC, the reasons for leaving were: 



Made Redundant 28.2% 

Fearing Redundancy 4.8 
Dischargal from Armed Forces 20.6 

111 Health 3.3 

To Take Training 35.3 

Other 20.6 

No answer . ,l «8 

TOTAL 100. % 



The QMC Survey only included persons accepted for training, and 
no data are available in the proportion of applicants who were unemployed 
or expecting unemployment. However, soi^ Insight into the role played 
by government training in the expectations of unemployed men can be 
gained from the University of Oxford survey of imemployed men conducted 
in Coventry, Hammersmith, and Newcastle, October of 1971.^^ The 
published data show that a substantial number of men did not even know 
ot the existence of government training: the percentages were 43.8 in 
Coventry, 28.0 in Hammersmith, and 23.9 in Newcastle. Unpublished data 
from the survey that were made available to me Indicate that the pro- 
portions of the sample who had applied for government training (both 
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The QMC Survey only incli«led persons accepted for training, and 
no data are available in the proportion of applicants who were unemployed 
or expecting unemployment. However, some insight into the role played 
by government training in the expectations of uneii5>loyed men can be 
gained from the University of Oxford survey of unemployed men conducted 
in Coventry, Hammersmith, and Newcastle, October of 1971.^^ The 
published data show that a substantial number of o»n did not even loiow 
of the existeace of government training; the percentages were 43. S iu 
Coventry, 28.0 in Hammersmith, and 23.9 in Newcastle. Unpublished data 
from the survey that were made available to me indicate that the pro- 
portions of the sample who had applied for government training (both 
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GTCs and IRUs) vere 8.9? and 7.3t in Coventry and Hanuner smith, re- 
spectively, and 22% in Newcastle. The last is in a depressed area 
of long standing, which may help to explain the relatively high 
number. Not all applicants were rejected, of course: some had with- 
drawn their applications and others were still avaiting word. The 

majority of those who applied and were rejected were unskilled workers. 

12 

Age also played a role in the rejections. 

The Training Opportunities Scheme (TOPS ) 

The Government Training Centres are a part of the expanding 
Training Opportunities Scheme, and can be discussed in this larger 
context. The basis for TOPS lies in a document called Training for the 
Future which sets out the goals of current British manpower training 
policy. The primary goals are seen as providing: 

1. training arranged by particular employers to meet 
their own immediate or foreseeable needs; 

2. training going beyond the obvious needs of particular 
employers but necessary to meet the foreseeable needs of 
an industry; 

3. training given tt- individuals to Met national economic 
needs, going beyond the obvious ne«ls of particular in- 
dustries; and, 

4. training given to individuals to enable them to take 
new - or better - jobs which they cannot get without first 
acquiring new skills. 
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The document stresses the need to Integrate training schemes 

with adult education. Accordingly, TOPS reflects an added eiiq>hasls 

on vocational education in various forms: part-time, full-time, 

"sandwich courses," and so forth. In general. Training for the Future 

suggests that the burden of meeting industry needs continues to lie 

with the Industry Boards and other employer and union programs, whereas 

training to meet the needs of Indlvldualtj will be carried out under 
13 

TOPS. 

The new emphasis on the needs of individuals does not, ho%wer, 
detract from the older and larger goal of training for economic growth 
rather than for social purposes. This is not said in order to fault the 
scheme but mcrtly to clarify what is being done. The aim of TOPS is to 
help men and women become fit for better jobs. For this purpose, workers 
who already hold jobs are the major target group. TOPS is not aimed at 
persons who have just left school. The training of new entrants into 
the labor market is held to be the responsibility of employers. 

Training is carried out at GTCs, and at Technical Colleges. A 
small but Interesting part of the plan is to run short courses in 
employers' own training establishments where spare places are available.^ 

The Planning for TOPS Involves setting a national target and break- 
ing this into regional targets on the basis of the supply of places and 
the demand for training. Estimates of the demand for training arc made 
not only from data on unemployment but alKo from applications that come 
from persons currently employed or currently out of the labor market, 
such as housewives. Selective advertising Is used to stimulate the 
applications and to test the market. 
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The Employment and Training Act 

Training for the Future led to 1973 legislation^^ that created a 
Manpower Services Commission to coordinate training and placement. The 
new Commission is a tri-partite body, the intent being to give respon- 
sibility for manpower services to representatives of employers, unions, 
and local government authorities. Presumably, this would help insulate 
manpower policy from national politics. The training and placement 
functions of the Commission were put into two separate agencies: the 
Training Services Agency (TSA) and the Employment Services Agency (ESA) . 
They are both statutory corporations (i.e. legally independent of the 
Department of Er:ployment) whose governing boards are appointed by the 
Coiuaission. 
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Social Goals versus Economic Goals 

There is little doubt that the primary function of manpower policy 
as carried out by the ITBs and TOPS is economic rather than social. 
This emerged in my discussions with both middle and higher level 
officials at the Department of Employment and at visits to training 
sites. One official who was closely involved in planning the new pro- 
grams said that American emphasis on training the hard-core unemployed 
was misdirected, in that assistance for the disadvantaged was a separate 
problem from training. The implication was that this ras a kind of 
social work to be carried on elsewhere, and not to be confused with the 
goal of making an economy more efficient. According to this official. 
TOPS was certainly interested in unemployed workers, but there was no 
expectation that the program would have any impact on the long term unemployed 
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Discussions with people closer to the operatinR level of GTCs 
revealed a similar indisposition to train older or longer term un- 
employed workers. It was felt that they were harder to train^ more 
set in their ways* and likelier to have health or personal problems 
that would Interfere with training. The suspicion of being work-shy 
tended to attach to long term unemployed men, and GTCs did not want 
to be the enforcement arm of the Supplementary Benefits Commission. 
GTCs take pride in their ability to place graduates in eoq^loyront , and 
their admissions process tries to cream the pool of applicants in the 
relevant catchment area. 

Nevertheless, a number of older men manage to enter Government 
Training. The Queen Mary College Survey shows that 20% of the sample 
of 1,060 trainees in the survey were over forty years old# As can be 
seen from Table 5-1, unemployment is the raore prevalent status an»ng 
the older applicants, no doubt because older men with secure jobs are 
less likely to make mid-career changes and apply for training. Thus^ 
those older men who do apply are more likely to do so because they are 
unemployed. However, Table 5-2 shows that relatively few of the older 
men were completely without work for six to twlve months before Govern- 
ment Training. Most of them had mixed spells of employment and unemploy- 
ment. As for long t&vn unemployed workers, they are simply not 
accommodated by the GTCs. It may be amixture of ignorance (as sug- 
gested by Hill), self-rejection, and rejection by the system. The 
financial incentives for older, lower paid men run toward claiming SB 
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Table 5-1 

Employment Status of CTC Trainees. At Application 



Under AO 40 or Older 



Employment Status 


No. 


% 


No. 


% 


Unemployed 


436 


51.1 


157 


75.8 


Occasionally Employed 


32 


3.8 


2 


1 


Regularly Employed 


377 


44.2 


48 


23.2 


Don't Know 


8 








Total 


853 


100 


207 


100 



Source*. Queen Mary College Survey on Government Training Centres 
(unpublished) . 
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Employment Hxpertence of Trainees 6-12 Months 
Before GTC 



Under 40 40 or Older 



Employment Status No. T No» ^ 



Always unemployed or sick 20 2.3 11 5.3 

Unemployed and Employed 576 67.5 167 80.7 

Always Employed 257 30.1 29 lA 

Total 853 100% 207 100% 



Source: Queen >1ary College Survey on Government Training Centres 
(unpublished) . 
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for as long as possible, since this tends to pay more than Training 
Allowances. The adnjinlstrative pressure to look for work appears to 
diminish as oen get older. Oncfi they are into their mid-fifties, the 
overt pressure is reduced and th«y no longer need to report veekly to 

the Employnttnt Service. 

The logic of the process suggests that a fairly cold-blooded 
social decision is at play here. A policy goal of raising productivity 
or curbing aggregate demand will diaemploy workers. Older workers will 
find the labor market adjustment more difficult. If they fall out of 
the mainstream they becoutt, as Mukerjee has suggested, "hard luck" 
cases. It is easier, apparently, to pay then off in Redundancy Bene- 
fits and SB, even though this is a form of discard from the productive 
sector of the economy. 

The OECD examiners who studied British manpower policy compared 
the expenditure of £60 million spent on redundancy payments for 26A,000 
workers with the £12 million expenditure on GTCs for 10,000 workers and 
asked 

is it socially equitable and economically 
rational to give most of the money used to 
alleviate the readjustment of redundant 
workers to a great number of persons. . .but 
only very limited sums and Incentives to a 
very limited number of persons for covering 
expenditure on actual cost and efforts for 
funding new et^loyfl^nt, such as following 
a training course seeking work in distant 
areas, or actually moving Iwuse? 

This Imbalance has been somewhat reduced by the growth of GTCs and other 
training under the Training Opportunities Scheme. 
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The fact that .iiany unemployed wrkers, including older ones^ 

are not suitable for training by the strict standards that prevail 

has troubled some Britidih experts and interested parties. The problen 

nay be alleviated in the future by the extension of TOPS Into seiBl- 

skilled occupations with shorter and more simplified training programs 

18 

than are needed for the skilled occupations. 



THE HARD TO EMPLOY 

It is difficult to make a fine distinction between those workers 

who have trouble finding work because of age and the state of the labor 

market, and those who, although physically fit and not mentally retard^, 

are characterized as '*hard to employ.*' Among the latter are the socially 

19 

handicapped, the long-^term unemployed » and displaced older workers. 
Fac lilt lea exist in Britain that are Intended to help such workera, and 
these are described in the pages that follow. 



Industrial Rehabilitation Units (IRDs) 

IRUs are workshop*type training centers for disabled persona, 
operated by the Departo^nt of Employment, and form a part of the ser- 
vices offered to disabled persons to help them obtain and keep work. 
They are of interest to this study because ellglMllty for Industrial 
rehabilitation Is not confined to obviously disabled persons. Their 
purpose is to give to people who "have been out of employment for a 
time either because of injury or illness or for other reasons a chance 
to build up their physical capacity for wrk and... their confidence 
again to work.^^O 
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There are twenty-five IRUs in Great Britain, with 2,407 places. 
Twenty-three IRUs are combined with Govemnient Training Centres, 
although the coiabinatlon is, in tc least some cases, more nominal than 
real. The emphasis is not on training for a specific skill. Instead, 
the purpose is to get tha client back into the rhythm of work under 
simulated industrial conditions, and with considerable medical and 
social work support. An important part of the program is to observe 
each client carefully and to provide an assessment of his capacity and 
aptitude for work or further training. Allowances paid to trainees are 
below the levels of Training Allowcnces for GTCs, but higher than 
National Insurance benefits. 

Graduates of IRUs are eligible for entry Into Govemaeat Training 
Centres, and there Is a presumption that further training Is one of the 
options open to them. At the time this study was made there were no data 
on the number of persons who actually made this transition, but there is 
reason to believe that it is not very great. The 1968-69 survey of GTC 
trainees conducted by Hunt, Fox, and Bradley showed that only 2.4X of 
their sample of trainees came from IRUs,^^ and my rough observations 
confirm this as a correct order of magnitude. 

What we observe here is the categorization of certain long tera 
unemployed as disabled, and their Incorporation Into part of the welfare 
state's mechanism for dealing with the dUablcd. There seems to be a 
tendency to classify them as suffering from nervous and mental disabilities. 
Including neurosis, psychosis and mental handicap. Registration as a 
Disabled Person is voluntary, and the Department of Employment notes that 
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people with mental illness and mental handicap are less likely to 

23 

register than other disabled persons. Nevertheless, such men and 
women iwiiu one of the two biggest groups of disabled people seeking 
the Department's services. 

Formal status as a disabled person is not needed for entry into 
an IRU, but the nature of the selection, intake and referral processes 
is such as to lead to the assiunption that there must be sonething 
"wrong" with the client: Indeed, why else Mould he have trouble getting 
or holding a job? If the client is ftot physically disabled, mentally 
retarded, or certifiably psychotic, then the category of "neurosis" is 
broad enough to cover f^t remains. 

Not all of the physically fit trainees at IRUs are officially 
categorieed as neurotic, but caseworkers tend to dwell on the personal 
deficiencies and difficulties pf such clients. Thus, the test of the 
labor market becomes an operational test of mental health. 

The relative number of physically fit trainees at IRUs has been 
rising. This may reflect a growth of sophistication in dealing with 
psychological problems. However, it creates problems for IRUs that are 
essentially geared to servicing people whose handicap is physical dis- 
ability. I encountered complaints by the manager of one unit that it 
had become top heavy with mental problems, drug addicts, schizophrenics 
and alcoholics whose attitude toward work was poor. It was believed by 
a nuniber of officials at the operative level that "genuinely" disabled 
persons had a better attitude, and were more anxious to succeed. Fear 
was expressed that the non-disabled would destroy the motivation of the 
physically handicapped trainees. 
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The 1973 Employment and Training Act placed IRUs in the Enq;)loyment 
Services Agency instead of in the Training Services Agency. The tnain- 
streun of government training will be in the latter » and this placeinent 
of IRUs suggests that rehabilitation is not considered to be a real 
manpower training function. 

The Socially Disadvantaged 

Persons are socially disadvantaged if they are handicapped in 
getting work by some non-medical cause such as personality defect or 
domestic difficulties. This definition, formulated by the Department 
of Employment t was used in the development of an experiment aimed at 

identifying such workers in order to give them special help in the 

25 

placement process. The study took a sample of persons at an Employ- 
ment Exchange in a poor neighborhood who were unemployed for over three 
weeks. Using depth interviews, the researchers found that one-third 
of those who were uuemployed for more than three weeks could be 

classified as socially disadvantaged. Of these, 25% were known to a 

26 

social work agency, and 80% were receiving Supplementary Benefit, 
Further study and experimentation has been proposed by the Department 

of Eraplnyii^nt. Among the directions in which action is contemplated 

27 

is referral of such clients to IRUs. 

The Department of EmployiMnt clearly accepts responsibility for 
helping disabled and socially disadvantaged workers to find work. 
This is a statutory obligation, and there is internal debate over whether 
to extend its •'resettlement policy*'^® to socially disadvantaged workers 
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vrlfi'i vork-shy, T\u- r.«i., I . i .-f i i <' worl' 

i\'acl<'n t.» vork is; ui.titr-rniitu r Kv f;i>-ti rateiC 

of rtrctirity benefits .is r^r-.^rcii ^-itli atiy 

r.ite^ i">f p^.iv tl^tfv can be expectei! tc cnrn should 
be fxclude-l belnp retipon'iibi] Ltv i»f|t1»t: 
Depart Uit-nt. uf Tealtn and hoci.'il Fi?cur Uv ] .-9 



",\u' ittribution of rcspons Ibi 1 ity for uork-rihy pe.fpors to T^V.i'S, 
i:. iiiicrestinr U sur^^^crf that OF l.s v^ry reluctant about if*' soci.l 
vork role, nm\ dlslik^■^ leinf. tho erforcemert am cf f K- ueliart- state . 
Ti^,:c>eu, om' < th. posslbif reasons for ir.terpst in the r'oclaUy 
.it.-iadvanta?:ed i? tc- "et tben out of the repular tti^plo^Ticrt r.xtbanfc.:^ and 
Into special facilitfcs. The Department of rnploynenr Card, presjirrl i /. 
ti t; nc% ...it1* vr.*mt f.trvlc£s Ar.ency) Is anKlcurt to irnVf itfe crT^oyrtort 
r.-rvicM - PI* ippealinp and competitive with private asencies. this 
.:rv-.'t, : .n../,<_ri<:-nt of luK-r.ntoyn-.tr.t bt-nffU-. t^iH t-t- orMniriA^ r.'. /i 

,;rvi*-t^ i-iiT-.-Jte from tht eirplcvwnt exclujo)',!:.'*. ThU vill Hcrve to naJt- 
t'..«- pi .vr'or.t Servit o r-.jro accopt^blo ic ot-plovt'rr. rnd vrrkt ri* bv 

)'.rr:nv' i fu- p-isfft.: an.' tb# boncf't claimanrfi out of the way. 

A kind .-r tr.iininr .ihl i.-hniont for r.cn vbo aro lonf. tern un- 
cr-plrvc! and linxn tern-, ciair.anth of Supplomtnt ary rtiicfit:. it; oprratoc 
. ., : I s-'MT'ir - I'm- .--, .-rv .*on o 1 ?• •; 1 * ' . It ."01V l:-rr. o^ tMrtcon 
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1^ 1 

Re-FHt.ibH}?hment Ceptrcs created, 

for t'..^ 1 1 -I t iM i' * nt nt of personti In x\eeA thereof 
through l.ivl' ct r^Kular occupation or of instruc- 
tion or training. . .where. . .such persons may attend 
or mav be r-i 1 nt a 1 ntd by the (Suppleirentary Renefits] 
Conroisslor: jnH...Day he afforded ly the Corrjaiasion 
the occupation. Instruction or traininR requisite 
to fit thofr for ontry into or return to resular 
employnent . 

According to xYc. ^•uppl^nentary Benefits Commission, the purpose 
of the Centres is to help lonn terra unemployed men become fit for 
eirplovnent and wore acceptable to employers. The area covered begins 
where the IRt's and GTCs leave off. The underlying theory is that men 
who have been uncnployed for a lonp, tlTne lose their work habits, and 
will benefit fror„ a relaxed, unpressurized work environaent in which 
they can become accustoned to getting up in the morning, going to work, 
rixing vich their fellows and completing undenandlng tasks (mostly 
carpentry and netal work.). In this fashion, it is said, the clients 
can regnin sufficient confidence in themselves to obtain and hold Jobs 

3' 

wl-.i>r thc-y leave. " 

The location of Re-r.stahlishnient in the Supplementary Benefit 
Conurission rather than in the Department of Employment suggests that 
the Centres are not serloi Fly considered to be part of !5ritalr.*F isan- 
power training system. Although the notion exists that the Centres 
mlpht be a link to IRUs and <rrcs. very few of the clients make the trans- 
it ion. Men who successfully complete the course are "routinely" con- 
sidered" for reference to IRUs, but it is rarely done in practice. Of 
tlse 2,291 who were discharged from Re-Establishraenf Centres in 1970, 
-r.lv rncr '."enr or. to TT?T*s, and none to GTCs. 
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As was mentioned in Chapter 4, the Centres form part of the control 
mechanisn for inducing men to return to the labor market. The selection 
process usually originates when Unemployment Review Officers review long 
tern SB claims and Interview claimants to ascertain the reason for claim- 
ants' failure to get work. References can also be made by ordinary Review 
Visitors (case workers) if they find « man deteriorating. The decision 
to offer re-establishment is made by the local SB office, subject to 
confirmation by the Regional Office, and by the Centre (if there is a 
waiting list). 

The course varies in length from six to thirteen weeks, depending 

33 

on an assessment of each client's needs. The men receive a ^radical ex- 
amination upon entry, and physical and mental handicaps are thereby de- 
tected. Since the Centres are snail, with ten to forty places at a tliM, 
the staff has an opportunity to get to know the B«n. Considerable 
emphasis is placed on enabling the men to talk, gripe, discuss their 
grievances against the world, and so forth. There is no positive econ- 
omic incentive to attend, except for the possible fear of losing Supple- 
mentary Benefits. 

Reference to the Centre rttn also be made by the Appeals Tribunal 
of the Suppler^ntary Benefits Cosmiisslon in cases where a man is suspected 
of being work-shy. In 1970, the Tribunal (a sort of appeals court) per- 
mitted the Cormiiosion to Impose re-establlshn«nt as a condition for re- 
ceiving benefits in 157 cases. Thirty-eight men thereafter went off the 
rolls and found work. Of eighty three men whose continuation of benefit 
was conditional on fe-establishmen* , only thirty-nine started the course, 
and forty-four had their benefits withdraw. As table 5-3 indicates, the 

128 



BKT (»PY AVAllABI r 



Hcnef 1 ^ V lil drawn 

Awaiting' further ^rrion 7 

r.tjinr propnrod for prosccr.t ion 5 

riuinro in circutnfitnnces 24 

Started course 39 

TOTAL 157 



Scurci!: Supplementary Benefit ConrJss ion 
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requlrenent of re-estahllfhnent shook !norr then half the group off th*» 
rolls, thus perforninr the clasFic function of the workhouse test. The 
data do not, hov'ev<»r, indicnto c^e length of tine th^it the tsen regained 
off relief. 

Tt is cojimonly helievt-d that the trainees who are under compulsion 
provide a focus of discontent and hinder prepress .nirwng other men. The 
manarer of a Centre that I visited told me that of four such iren last 
year, three were very disturbed. The only one with potential for belnj; 
helped was one-eyed and partially disabled. I'everthelcss, the SBC be- 
lieves that, 

the power to mke benefits conditional upon attend- 
ance is... useful in that its existence taay Influence 
nen who are not in need of re-establlshment bvt who 
are not ir^klnp. any effort to find work to look 
around rather harder and obtain work rather than 
go to a Centre under compulsion. 

Re-estabUshment apparently does promote employment activity aironr. 
its clients. This can be seer, in Table 5-A, vhich show«» that about 3C% 
«»f the trainees found jobs. The proportion that do so varies with the 
state of the labor market, ar-d It must be reii:crbered that many of the 
voluntary dropouts probably also found employment. 

Tht lack of f*?] low-up datn n-akes it impcsflible to say liow^much of 
the re-establisiiment process is useful, and hcv much consists of "turninp 
the piU'." Tt Is nclevorthy t\at thore is no iirj?t' on anyone's part to 
fir.r' otit. Formal cost-betiof if calculat Io.ik are impossible; cost figures 
are net nva liable for Re-^stabl i shoent Ct iitres because they are combined 
with Reception Centres (i.e. places for homeless persons)* However, 
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l'..:..-.on^ for Tl-osf Vho PU !'oc CompUft; Couri-..-; 

Vcliintnry Drop Out A06 



Ltt.tl 



919 



Total 



2,301 



«.-ot.rce-. -loll propaTcd for the author bv tin- 
tttppU.tnenrrry Bt-nefits Cocarlsslon. 
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•ittcrtnts ATv nnJe cr> 5i'op ^ost?? <1ovn : u-orkslwp suprrvlfjors are paid 
lesF than their colleaRucs in CTCs, and are not afl skilled. The pro- 
fessional support chat can be found In the TKVs absent. Clearly, a 
rouph and reac'y decision has been made that a heavy Investoent In these 
clients will not pay off. 

The iJea of offering; special labor narlcet services for socially 
disadvantai^ed persons has considerable potential, but It has not really 
been fully explored in Prltain. The several services are not even well 
coordinated, since they fall between two agencies, and are popular with 
neither. What appeared frota a distance (i.e. overseas) as an Integrated 
progression from Re-Establlshiaent to lndu8tr<al Rtshabllitatlon to 
Governnent Training turned out, on closer ey^sinatlon, to be more or less 
separate activities with separate purposes. Covemnent training is part 
of a erowt-h oriented manpower polity; Industrial rehabilitation (for the 
ahle-bndled) and re-settleirent are outside the mainstream of ^npower 
policy, rurthernorc, they do not necessarily serve the function of in- 
creiflinc, tb» earning power of their clients in the usual human capital 
sense - i.e. by endowing the client with a salable skill. 

Ctirrent burecuctrttic attitudes In Britttiu are well represented by 

the dlalopue between Michael Meacher, a Labour p/»rty member of Parliaaent, 

ind ^.^.F. Turner, I'nrier Secretary of the Treasury Division, Department 

of rmployment. It is reproduced in its entirety here so that the full 

^'lavor of the thing will not be lost: 

yr, yeacher: Could I ask whether re- establishnsent centres will 
cofie into the purview of the National Training 

Arency 

Mr. Turner! Rehabilitation Units? 

er|c 
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Mr. Meachar: 



Not industrial rahabilltation unica, ra* 
eatabllateant centres, to reastablish those 
vho, in the jargon of oratory, are unef^loyed 
or who have lost the habit of work? 



Kr. Turner; 



These are, I think, centres which are at pres- 
ent run under the jurisdiction of tt» De|»artinent 
of Health and Social Security. 



Nr. Meacher: Yes? 



Nr. Turner: 



Ito, these would re^ln outside the irork of the 
Agency. 



Mr. Meacher: Do you think that is desirable? 



Mr. Turner: 



Ml. Me^clter: 



Mr. Turner: 



I have not considered the point, to tell you the 
truth. I am not in the Departnent responsible 
for these centres, and I think really your ques- 
tion ought to be piif to that Departnent in the 
first place. 

Yes, I appreciate that, but since the flatlonal 
Training Agency has been set up to co-ordiaate 
on a m^h wider scale nanpower training, it 
perhaps is a slight anoaaly that this has been 
left out of the nain streaa? 

I would not regard tl» activities of these centres, 
insofar as I am acquainted with tlwa, as 
training. I would not say that they are training 
P^ple. I would say that tlwy are conditioning 
people to the idea of ^loyoent, and Z think that 
is a very differ«ie natter fron training. 
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NOTES TO CHAPTER FIVE 

1. For an excellent aiscusslon of British suinpower policy, see 
Orpanisatlon for flconoirlc Cooperation & Development, Manpower Policy 
in the Unite d Kingdom . Reviews of ^fanpower and Social Policies No. 7 
(ParlH! orCD Publications, 1970). Also sea the references to Britain 
in Matjyjiret S. Cordon, Rerralolne and Labor Market Ad luatmeots in 
v:estem Furope , U.S. Departtnent of Ubor, Manpower and Autotsatlon 
F.i'search Monograph No. 4 (Washlnp.tor J U.S. Covemnent Printing Office, 
1965). 

2. Gary B. Hansen, Prltaln*8 Industrial Training Actt Its History , 
Developnent and Iwnllcatlons for An^rica (VJashlnp.ton! National Manpower 
Policy Task Force, 1967), pp. 60-62, 64-65. 

3. Santo sh Miilerjee, ChanRlng Manpower Needs! A Stud y of Tndustrial 
Training Eoardfe - (London: P H P, 1970), pp. 110-111. 

4. For a critical vlev of the Redundancy Payments Act, see Santosh 
Mukerjee, Through No Fault of their Own; Systems for Handling Redundancie 
In Britaln,Fr/wce and nemany ^I.cn<*ottS Macdonald f Co., 1973). 

b. Department of Hr^ployttent, Training for the Futu re; A Plan for Pis- 
cnsslor (London: f^MSO, 1972), p. 18. 
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6. **N*ew8 and rotes," Pfcpnrtaent of rmployaent Caz cttr Uune, 1973). 

7. This Is the n<»v navt fr>r the* Vocational Traininp Sclmme under which 
t!.e CTCh wre op^ratod. 

8. OKCD, Manpower Policy.. » « p. 76. 

9. Audrey Hunt, Judith Ton and Michael Fradlcy, Post -Train ins Careers 
of Covcrnipent Training Centre Traineea , Office of Population Cenaitses 
and Surveys, Focinl Security Division (London: TIMSO, 1972), p. 17. The 
report states chat 76. 7? of trainees had been in a Job liro«d lately be- 
fore entry, 5.3^r cane straight from the amed forces, 10.52 were un- 
isnpl'-y^*', and thu reaainlnfi: 7.5% had been sick or canw from an Industrial 
Rehabilitation Unit. IRUs will be described below. 

10. fbia. , p. 

11. M. J. nill, R. M. Harrison, A. J. Sarfeant, and V. Talbot, Hen Out 
of Work! A Study of Uneirploywert In Three rnplish Towns (Cambrldpe: 
Cawbrldpe University Press, 1973). 

i:. Ibid. , pp. 9<»-101. Unpublished data courtesy of >^ichael Hill. 
Persons who were accepted by cnXa and had begun traininR would not liavt 
been picVtd up by thv sarfle. 
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13. DefarCfltent of Trployinent, February 1, 1972. Strictly ap«aklng, 
rnps was announced in Au{{u8t, 1972. Th« consultative paper 'Training 
for tha Future" usef tlie older tern ''Vocational Training Schefse." 

14. The obverse is also done: eflsployers can arrange for CTC courses 
for their own enployees. 

15. Faiployinent and Training Act. 1973 (Chapter 50 ) (London i HUSO, 1973). 

16. Strictly speaking, there is no geographic eatchnent area, and 
trainees nay go to any CTC that has roos and offers training in the 
desired trade. A special allowance for lodging Is granted to persons 
who train away from hone. However, the sajority of trainees attend 
Centrei; within travel distance of their hones. 

17. OFCD, Manpower Policy... . p. 179. 

18. See House of CowBon», Seventh Report from the Expenditure Coiwilttee . 
(London: HHSO, 1973), pp. xxvii-xxlx, and 251-253. 

19. See Beatrice C. Rubens, The Hard to Eroloyt European Proftraas (Sew 
York! Columbia University Press, 1970)^»peclally the discussion of def- 
initions on pp. 1-A. 

20. House of Comons, Seventh Report, «« « p. 56. 

erJc 136 



BEST COPY AVAiUBlE 



♦v. li 'I •••nit tW nurlt t .1 iralnirj^ pl/jccs by tW tiumtcr of trainees, 
, . !hi»!.. p,'. 1'*-'-. 
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•'riti?! Ircon*- rniiitcrance policies* diffci rtarl-L-oiy frcr.! thcli 
.\riTlcau ctninicrp.'rf * . •'Fverthrlcf an <»xarinnt Ion the LTItihh 
c.xrer icnct can l^: to rain a f t rsp«*ct Jvc cf /iccr^can problerf Dnt 

' Mv li? li-lpfttl In ttc dcHipr of Ircciv irainrcnmice pmpTars and fnr b 
hx^tior llnVapc between Inrrne rr.intenftnce and tbo nailon*s rcanpovvr 
prllcv. The corcluslone that enerpe froir thif study tlaf nay he policy- 
rt'lovant to thv (cnd^ for that innttcr, to Treat Tiltair) car he 

surnarized as follnvft 

\. All incore Tirinteranee prcgrnrF contain poUrier. repardlnf t?i 
lalor rvirk^'t Ut/i-'icr of their clientf^. SucI policies itmy he #*xjltr-ffly 
-fiiter?^ hilt tl'ert? aHays n set of pollrie^; that art- isipllcit in the 
structure of rarctiont: and incentiv#v<i - the pu$%he6 and pulls - tliat irake 
up tbe prai*tfrt-£ ari? the btneflts of the /fitent. ^*hen the corplicil ;<r.J 
Irplirit policies crnfllct, it is the latter that govern, '''he reality 
fl.jt tU cller.t tacef i?= not the hriuu! randate of the legislative hut the 
sHLcific ri:li?.s ^kwlcped !y the ngency and Fdrinistered hy tlie Indlv ldu£:lr* 
wliO conprise the burcaucratir ftrccture. This point nay bt? cverlookt^d in 
policy rebates over vhethci a particular ttateRorv of clict:t should or 
shcitld net he induced (or cot pel led) tn enter the labor laarkfit since nn 
cpervTti^'c policy mny actually be In effect that Is net obviouE to 
nl- Ti^rverr- . 
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2, It is necesfi.iry, fcr analytic purposes, to exaoina s>11 of the 
conpononts of a national Inrome maintenance sy«»tcn and not nerely one 
prograr in the set. The various propraiss, rtlthoui> developed for dif- 
ferent purpcses, can interact vitb one another, hot!- when they are 
»i<?aitive and vben thcv are mutually exclusive* \'hen vlovcd together, the 
set of projrrars p: cents a structure of incentives and die incentives. If 
the structure Is not coordinated, it iray encourage bch^avlor on the part 
of clients that If not necessarily in kcepinj- with the explicit goals « 
Any one proprajn. 

An example nay help to Illustrate this propcsitiori. A purfw&c o{ 
reducing Uneirployncnt "enefit (rational Insurance) in Fritain after six 
ncnths, and eliminatini? it after a year's unejnploytnert , is to pull the 
claioant back into the labor marlfPt. ITitre the incof!« deficiency resclt- 
itif. frojp thl»r. is made up by Supplementary Benefit, then no change ha?« 
occurrei* in the econoir.ic Incentives faced by the claimant, and reliance vill 
he placed on adrinistrative sanctions, to suppleiwnt the claimant's own 
ciotlvatlcn to seek wox:\i, 

3. A high ratio of benefit income to potential labor siarket income 
puts a relatively great burden or the adiairistrative devices and control 
measures used to induce or conpel a return to the lalwr ciarket. The 
transfer cost of an incentive-oriented hlph benefit systeei, stich as a 
generous negative incen* tax, is very great, even vlthout reference to 
Hve real costs that trisht he generated by lost outptit. Tl^ obverse of 
tMs is that means teste<1 fivstenif- lsp afford to maintain Incoflie at higher 
levels, given the fioclety'e willingness to cake incoii« tranpfete of p 
given siie. It ie noteworthy that neither rhc British nor th« At^-rican 



139 



124 



relative tax proposals (Tax Credits and Family As«,1i»tance Plan, re- 
spectively) are genuln<> substitutes for public assistance to persons 
orit of work. Accordingly, adainistrative sanctlonss are likely to re- 
main labeddcd in an income maintenance system. Wliatever the drawbacks 
of this tnay be, it enablca needy families without resources or emplny- 
r.ent to receive support at incoiae levels that are closer to the 
roc iety's social mlniinuiB than might otherwise be the case. 

4. VJhen unemployment is high, administrative sanctions are of 
llraited effectiveness, especially with respect to claiiBanta whose 
fpployability and earnings capacity .are curtailed by reason of age, 
obsolescent skill, prejudice, or social disadvantage. Itowever, Che 
bureaucracy may be mider political pressure to apply sob» controls in 
any event. The targets are likely to be the "least deserving" of the 
clalniants, that is, those that are least favored in the political and 
social judgment of the society. This role seems to be played in Britain 
1 • unskilled v.en below the age of 45, in that they are subjeo.ted to 
f:reater pressures than skilled men ^Aio receive SB. It is useful to 
terper the policy with some realism, however, and this is done by varying 
the pressure of the control devices in response to the state of the labor 
market- In the above example, the "four-week rule" that requires un- 
skilled men to re-apply for benefits at the end of every four weeks is 
suspended In areas of high unemployment. A similar trigger mechanlsn 
might prove to be equally workable in the U.S. 

5. A way to relieve the burden on control mechanisms, with their 
attendant harassoents and administrative cruelties. Is to raise the 
opportunity cost to the claimant of remaining on welfare. Obviously, 
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ihiH can be dene by rvdui; inj» Ll»e real value of the benefits, hut thin 

not the course of ac tion that 1 would recoaaacnd. Given brisk labor 
ru*rket8, the opportunity cofft of retoaining on welfare can be altered 
! y raliifng the earnini* powers of clainanta (at least some portion of 
tbev.) hy the. use of training programs. 

6. National nanpower policies that are oriented tovard economic 

> rowth will tend to slough off "hard" cases as something; for the social 
rather than the economic po.licy i^chaniso pf govem«ent. The conflict 
ind tradf- off possibilities between social and «ronoinic goals of oan- 
pciwer progratns need to be further explored. Note ttet the ordinary 
cost-benefit analysis does not lend Itself to this exploration, since 
benefit Is ordinarily measured by the growth variable. 

7. Etnploynent and training programs for the "hard cases" that are 
i^egrefiated from the tnainstrean of labor aarkats do not lend thenselves 
uell to the task of enabling clients to erter the wainstreaa. For ex- 
i^'ple, rHivernment Training, Centres in Britain tend to be biased against 
lone terr. unemployed persons. GTCs are in the nainstrean. Industrial 
Kfchabllitation Units are not. An able-bodied person who enters an IRU 
course, is, by definition, neurotic, psychotic or retarded; none of these 
Libels make him appealing to potential eoployers. 

8. Out-of-the-raainstreao manpower programs nay serve as part of 
the control mechanism of the income maintenance policy. In this respect 
they perforin the classic Poor Law function of the workhouse test. 
Additionally, they may have a "Fotesdcln Village effect" in persuading 
the public, and even possibly some clients, that something is being done 
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V i |.s4>n. :. . ! i .1;. .-;is, Lliis raiy^u.stf. f hat training programs 
....»rt.; spt'v i{ i.aliv !..r VLlfate recipients \c lU-si.ned and evaluar«-*d 
,t, .. • , '^v.. ' '■• .li o iT.' m<\ prevention <^f ihe "Potcwkin 
vi:i.i.i- fftt.rL," i..-., I .'If n.ition where the prisrnr*' or absence of 
r -i.tir..- Uttlc or .1 • difference to the ''iir*' and ability of 

! ii-tits ii> cnrn incorn iT. t\\e labor market. 

V. To tl«? .iv«'r£t li? Observer, the Pritish Rv-Fstablishrtent Centrt-rt, 
";■ ir. ', nr.". ir.plv thr prt st-nce uf a graduated structure of training. 
In pra. flce. the strur.turp is not unified, and the three elements st rvu 
' >!rpo?;c! tt.at aro separatt from each other. But it doey. auRj»ePt ttwit 
tht-rc 1:- :=<oinethlnp to be «ald for developing a more unified structure 
if tralnir.f, vhere clients in need of basic education and 
• f.ndanpntal worV skills could enter at a relevant step in the structure 

ipovt upvard. The process could be designed to ited into the regular 
ij .it.iT ;' ,M4>r,i. n> .inJ HmpiovT'ent services that constitute a iranpover 

1? . J ,. -t : i-.-r f' -1 st ru.-f.ire .-ilrriidy ext^L in th<' V.'.'. The 

•r. hit-r, li.orvionu l^ i''i>t. much one of inventlnjt f-omethlnp new but of 
i note .jptlnnl fUiinr of .xlrtinc pieces. 

Th. :.t rill rat ion • ■ training In the V.^. under the new Cor^re^ 

furtive '-".plnyn^'nf anH Tralninr Acl (CETA) affords a valuable opportunity 
fi r ^.'xporlrfntat ton with nt-v tralnlnc models and fstrnctures. ExperJrent- 
.titn n\cnv. the ahovt^ 1 l^ieK - carefully Integrated with a consonant 
,tn:ct'irc of controlfa- *jiu! inccntivcH - should be urtdertnken now, before 
t\.i- r»ticrn.s that vn^rgti in cacV locality harden into systcnf; t;::it will 
>v iJiffJrulf to alter nt a later date. 
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